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ABSTRACT
This thesis investigated the role of accountants, accounting and 
other control systems in the management of Sudanese Cotton Textile 
Industry. The study is an attempt to study an organizational perspective 
of management accounting in developing countries.
The first part of the thesis contains background characteristics 
of the research. The first chapter reviews the literature of management 
accounting in developing countries, it emphasis the reasons that have 
led to the general low level of sophistication and use of accounting 
in developing countries which is the thrust of the thesis. Chapter 
(2) reviews the methodology used to study accounting and its role in 
developing countries and the models of comparative management, and 
from these developed a conceptual framework for the study. The 
research design and methodology are tackled in chapter (3).
The second part of the thesis is devoted to the description of the 
management accounting technology and role, and the role of non-accounting 
control systems in the management of the industry. This part has been 
included in the thesis mainly because of the lack of literature in this 
area in the Sudan. The major findings of this part are that^^^ the 
degree of sophistication of management accounting systems differs
from company to company and budgets are firmly geared to production;
(2 )
and some managers make more use of accounting information than 
others.
Part three is concerned with the relationships between the 
sophistication of the management accounting systems, the role of 
accountants and accounting, the role of non-accounting control systems
n i
in the management of the industry in one hand and the managerial, 
organizational, accounting function characteristics and environmental 
factors on the other hand. The major finding of this part is that 
although environmental factors are important, other factors (managerial, 
organizational, etc.) do affect the degree of management accounting 
systems sophistication and the role accountants and accounting play 
in the management of industrial firms in developing countries.
Part four summarizes the main findings of the thesis, along with 
the limitations of the study and implications for future research.
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PART ONE : THE RESEARCH IN PERSPECTIVE
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Chapter 1
Introduction and Development of Research Question 
The industrialization of developing countries brings with it many 
problems; one of these problems is management know -how. One as[)ect
of management know-how is management control. Because of the importance
of this factor in the efficient use of scarce resources, it has been 
chosen as the subject for this study.
A review of studies which have been concerned with this topic
is given. From this review it appears that there is a lac!; of organized 
empirical studies in this area and so empirical work is needed.
1.1. INTRODUCTION
In recent years the subject of industrialization and economic
development of underdeveloped countries has received considerable
attention by both scholars and statesmen. For many countries, it has
become their main goal and preoccupation. It is looked upon as the
final solution to the problems of poverty, insecurity etc. These
countries have been trying to develop industrially more quickly, at a
rate faster than the rate which has been taking place in the developed
countries. As Enthoven (1977) has said,
" ... these countries are trying to catch up 
very rapidly".
The easiness of transferring industrial technology from developed 
countries, seems to make rhe job easier for them. Negandhi (1968) 
argued,
"With respect to technology, many industrially 
developed countries, such as US, UK ... have 
earnestly tried to assist underdeveloped 
countries. Even though the problem of tec t.. Leal 
know-hov/ has not been completely solved, very
-  z  -
worthwhile progress has been made in this direction".
The path of industrialization, however, is not an easy one.
Developing countries are confronted with many problems; one of the
most important is the shortage of managerial know-how (Negandhi 1968).
Rossflvt-Tl rise slat DC 'hat
"VJhat many people, and even some governments fail 
to understand is that one can not place a modern 
complex organization in the midst of a primitive 
country and expect it to blossom immediately.
Most people in emerging nations have neither the 
experience nor the understanding to make it work".
Accounting is one of the skills which is lacking, as Enthoven (1977)
pointed out that,
" ... accounting has been a lagging and imbalancing 
factor; the need and function of accounting in all 
its dimensions are often little understood at private 
and public levels".
Ronson (1958) considers that this lagg in the development of the
accounting function has led to the inefficient use of resources. He
gave examples to hov; the lack of accounting could be serious in
industrial development. He stated,
'■In many cases, when a concern had failed, it was 
found that accounting records were seriously in­
complete or much in arrears, so that the proprietor 
of the business had been entirely unaware of his 
financial position until it was too late. Without 
realizing it, he had usually been drawing cash from 
the business at a higher rate than the profit earned 
would justify, or had accumulated excessive inventories 
of work in progress or finished goods, or debts, and 
found himself unable to pay his creditors because of 
a shortage of ready cash ... failure to keep and use 
good records is still regarded as one of the causes 
of insolvency... inadequate or misleading financial 
records probably cause more trouble than any other 
error of management".
Enthoven (1977) and Ronson (1958) have pointed out that, one of 
the major factors that have caused the utilization of resources in 
developing countries to be inefficient, is the inadequate or misleading 
financial records, lack of cost consciousness and the inability to use 
management accounting techniques. Scott (1968) considers the inefficient
- 3 -
use of resources to be the major cause for the slow development of
developing countries. Human and material resources by themselves are
only passive factors of production ; it is only after they are effectively
combined and co-ordinated by an alert, active and efficient management
that goods and services can be economically produced for the public
good. Saleem (1981) also argued for a significant role to be played
by management accounting in developing countries, he stated,
"because those developing countries generally have 
limited and scarce economic resources. The 
efficient use of these resources is very important 
in speeding up their economic development.
Accounting is considered by many to be a powerful 
tool to generate useful economic data for planning 
and controlling economic activities".
Matz and Ourry (1972) stressed this same point, they argued,
"The connecting link between the originating 
planning function and terminating control 
function is the cost accounting information 
system that permits effective communications, 
continuous feedback, responsibility accounting 
and managerial flexibility".
Hence management accounting and control will be the focus of this
study. Scott (1968) stated that,
"Firms of developing nations must often cope with 
complex technology and complex firm organizations 
from the outset, thus, they should probably put 
relatively more emphasis in internal reporting 
than fir-is in advanced nations did at similar 
point in national economic development".
Scott seems to be proposing that although the need for management 
accounting techniques has not been felt by firms in developed nations 
until a later stage of economic development with the appearance of 
complex technology and complex firm organizations; developing countries 
are facing the same situation (as a result of their access to complex 
technology and its demands) at an earlier stage of economic development 
(industrialization), and hence, developing nations should pay attention 
to management accounting. In other words, Scott is proposing that the 
need for the use of accounting information for internal decision making
is not related to the time phase of economic development, rather it 
is more related to the degree of complexity of the current technology
and the current forms of organisation.
Accounting in the West is assumed to play a major role in manage­
ment information and o represent the greater constituent of
management control systems e.g. Firmin and Linn (1968) stated that,
"the managerial and financial accounting systems 
were the only formal information systems in 
business organizations".
Lorange and Horton (1974) commented that,
"control in organizations today is synonymous with 
financial control and, in particular, with budgets 
and the budgeting process".
Dermer (1977) also noted that,
"control has traditionally been considered 
the province of financial excutives".
However, accounting in developing countries does not play this 
to anywhere near the same degree. The following section in this chapter 
will attempt to show the dearth of the writings on this subject and 
the absence of sophisticated management accounting techniques in 
developing countries.
1.2. THE INADEQUACY OF MANAGEMENT ACCOUNTING SYSTEMS IN DEVELOPING 
COUNTRIES : STATE OF THE ART;-
Before the 1960s, the topic of accounting in developing countries 
hardly interested the writers in accounting in the West (USA and UK). 
However during the 1960s and 1970s a number of articles and studies 
on the relationship between accounting and economic development or the 
role which accounting can play in economic development has been 
published e.g. Enthoven (1977) Scott, (1970), Savage (1967), Sycip (1967) 
Seiler, (1966), Jaggi (1972) etc.
- 5 -
Most of these articles and studies, however, coofi..eo cneir 
interest to the role of accounting at the macro economic level i.e. 
providing information for economic planning and control of the 
country; effective system of tax etc. that is they concentrated on 
external reporting. Very few studies and articles have been concerned 
with internal management re[X)rts i.e. the role accounting can play to 
enhance management control and decisions within organizations in a 
way which will lead to the efficient use of the already committed 
resources in specific projects e.g. Savage (1967), Langenderfer (1965), 
Dorian (1974) etc. Only few other writers have given a small part of 
their studies to management accounting e.g. Enthoven (1977), Scott 
(1970), Seiler (1966) etc.
So almost all the writers in management accounting in developing 
countries seem to agree that the management accounting techniques and 
usage in developing counties are of a very low level e.g. Seiler (1966) 
stated that,
"... information systems which provide reliable 
financial data are few in number and the number 
of managers equipped to utilize even the existing 
data is small".
Moreover, he added that;
"Accounting is hardly knov;n and little appreciated 
as a process of measuring and increasing the 
productivity of both the whole and parts of complex 
network of productive process ... few managers 
recognize the central purpose of accounting as 
an information gathering methodology".
Furthermore Enthoven (1973) stated that,
"The amount of economically useful information 
generated by the enterprise accounting system 
for micro decision making and national aims, 
is often sca.cy unreliable and untimely."
Scott (1970) talking about private sector accounting in developing
countries stated that.
- 5 -
"In developing nations internal reporting 
may offer management little more than 
verification of past transactions and 
management may not realize the potential 
of accounting as a managerial tool".
Englemann (1965) describing his experience in a public corporation
( an industrial enterprise owned by the government) stated that,
"... the accounts be kept exactly in 
accordance with budget titles of the 
respective ministry ... the accounting 
set up became a mere copy of the fiscal 
chart of payments and receipts, which 
was useless for commercial purposes. As 
a result of the predominantly cash approach 
to accounting, its role as a tool for 
management and planning is almost unknown 
in developing countries".
Langenderfer (1965) explaining the role of management accounting 
in Eygpt with reference to public corporations also pointed out that 
the annual budgets required from the operating enterprises are 
apparently used primarily in connection with overall planning. Little 
attempt is made within companies to compare actual results with budgets. 
Recognizing that the budget is not going to be used as a control 
device, managers might be expected to have the attitude that the 
annual budget is prepared because it is required by some higher authority 
(just as other stewardship reports are required by law) and not because 
it will be useful in internal planning and control as well. Hence, the 
role of accounting for management in the public sector organizations 
seems to be the role of the "necessary evil" i.e. they prepare budgets 
and accounts, because the government asked them to do so, without 
consideration to what benefit they could make of these tools for 
planning and control, thus they come in a form which does not serve 
these purposes.
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1.3. POSSIBLE REASONS FOR THE LOW LEVEL OF MANAGEMENT ACCOUNTING
TECHNIQUES AND USAGE:-
Scott (1970) argues that in stagnant economies of developing 
countries accounting is limited to basic techniques because inadequately 
trained accountants and unsophisticated managers have no knowledge 
or incentive to use managerially oriented accounting technology. All 
the writers in this field seem to agree with Scott, and consider the 
same factors to be the main reasons for the low level of management 
accounting techniques and usage, and these are:-
(1) Lack of appropriate education for managers and accountnats:-
Seiler (1966) stated that,
"The level of business education and training in 
the non-industrialized nations frequently is such 
that few managers recognize the central purpose 
of accounting as an information-gathering 
methodology".
It seems from this that the lack of business education to 
the managers, is the reason for not being aware of the usage of 
accounting in decision making.
Enthoven (1977) commented that,
"... on the account of the low standing and 
recognition of accounting and the inadequate 
educational and training facilities for potential 
accountants we generally find a shortage of 
qualified personnel ... In many former colonies 
the partial cause was that natives were used as 
book-keepers only, without the chance to develop 
adequate accounting knowledge".
Gahndi (1975) stilted that
"the quantity and quality of information provided 
depends on the level of sophistication of the 
users and the degree of sophistication of the 
accounting techniques."
Ronson (1958) stated that,
"... the state of accounting in underdeveloped 
countries usually depends upon the availability 
and background training of both management and 
accounting personnel".
The factors which motivate managers to use managerially oriented 
accounting technology could be categorized under two headings i.e. 
organizational factors and environmental factors.
(2) Organizational f.-.ciors:-
They are mainly, size of the organization, and technology. Most 
of the writers argue that in developing nations, companies tend to be 
smaller in size and employ a simple technology - and so are relatively 
less complex than companies of the more developed nations. Accordingly, 
accounting is not relied upon to the extent which would otherwise be 
the case. Nevertheless, this argument does not seem to coincide with 
the facts of life, since the firm.s of developing nations nowadays 
must often cope with complex technology and complex firm organizations. 
As we have argued before, developing nations do have access to modern 
technology, and that by simply importing this technology from the 
industrialized countries. In addition they also have to cope with 
complex organization as a results of;-
(i) the transfer of technology : modern technology may imply 
a certain kind of organization, optimum firm size is 
much larger than in the 19th century.
(ii) most of the government units are very large and most 
probably would have factories spread all over the 
country.
(3) Environmental factors:
Most of the writers recognize the fact that accounting is a product 
of its environment e.g. Khandwalla (1972) has found that there is a 
positive correlation between the sophistication of control systems 
(including accounting) and the degree and type of com.petition.
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Among the environmental factors are:- 
(i) Political conditions, central planning (see 
Saleem 1981).
(ii) Economic factors : The economy of the developing 
countries is believed to be less complex and less 
competitive, and hence the managers are not forced 
by severe competition to increase the cost 
consciousness of the managers and the feeling for the 
need of more sophisticated control tools among other 
management techniques. However, as the economy grows 
and become more complex and competitive, survival of the 
firm will depend on operating efficiency and sound 
internal investment allocations. An increase in the 
technical level of internal accounting is necessarily 
required (Scott 1970).
(iii) Social and cultural factors : this will be discussed 
later in this chapter.
Most of these studies referred to so far are only the theoretical 
deductions of the authors. Only a few empirical studies have focused 
on management accounting in developing countries. Two of these studies 
(Ronson 1958 and Langenderfer 1965) are based on the personal 
experience of the authors in a number of Asian countries and in Eygpt 
respectively. The only two attempts (to the best of my knowledge) to 
carry out an organized empirical investigation to study the techniques 
and uses of management accounting are Savage (1967) and Saleem. (1981) 
studies. A brief review of them is given in the rest of the sections 
of this chapter.
1.4. THE SAVAGE 1967 STUDY
Savage began his study with the same assumption, as that made by
— 10 —
other writers, namely that accounting is highly used widely in
developed countries for internal decision making, he stated,
"Present day management in the world's developed 
countries, relies heavily on accounting 
information".
This reflects a monopolistic view concerning the position of 
accounting systems in the information market within organizations 
(Kazandjis 1980). The fact that the accounting system is only a part 
of the management control system, and it is not the whole of even the 
formal information system seems not to be recognized, or ignored, by 
those writers. Not one of them came to question how complex organiza­
tions control their activities without using accounting information 
i.e. no one asked the question:-
VJhat other information subsystems dominate the management control 
system in developing countries?
Also Savage (1967) argued along the same line with others that
the usage of accounting for management decisions is associated with the
degree of complexity of the organization e.g. size and operation and
the complexity of its environment. Savage (1967) commented,
"As size and complexity of the enterprise increase, 
however, another ingredient becomes essential 
to efficient management... that is reliable and 
timely accounting information".
In similar views Mintzberg (1975) argued that the lack of reliability 
and timeliness are two of the impediments of the usage of accounting 
in management decision making and control. Moreover, writers who 
write about the informal methods of information argued that the informal 
methods of information provision are often preferred because they enable 
more timely information and hence are more helpful to management than 
more formal methods irrespective of the comprehensiveness of the latter 
e.g. Mintzberg (1975) stated,
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"... the manager demonstrates a strong thirst for 
current information, and conversely, he tends to 
do little with the many routine reports that his 
organization provides for him. Because he wants 
his information quickly, the manager seems 
willing to accept a high degree of uncertainty.
In other words gossip, speculation, and hearsay 
form a most important part of the manager's 
information diet".
Hence, it seems that it is not the need for more reliable and 
timely information which makes the use of formal accounting information 
for management decisions essential.
However, Savage (1967) has pointed out an important factor which 
affect the level of sophistication of formal management accounting 
techniques and its use in internal decision making and control. He 
noted that what makes the direct contact and observation match the 
need of managers, is that the size of the firm is small. Size is 
thought of as an important factor in the determination of the sophisti­
cation level of management accounting techniques and its use in decision 
making and control, because the smaller the organization the less 
complex it is, and the less its managers will be in need of a formal 
information system.
Size is not, however, the only factor which determines the degree 
of complexity and the need for formal accounting information system, for 
decision making and control. Recent studies have shown the importance 
of other organizational characteristics e.g. the degee of standardization 
and formalization (Bruns and Waterhouse (1975), structural characteristics 
(Solomons 1968 and Tomkins 1973) etc.
Also Savage (1967) mentioned that a social and cultural factor 
may be the cause of the low sophistication in the level of management
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accounting techniques in Mexico. He says that the older generation 
of enterpreneurs in Mexico grew up under conditions which encouraged 
secrecy. But it seems that although Savage (1967) has pointed to 
the right direction (that is to social and cultural factors), he is 
not entirely consistent. In another place Savage (1967) mentioned 
that the Mexican managers keep more than one set of accounts. This 
may be interpreted as an indication of their ability to keep their 
secrets without affecting the quantity and type of information they 
needed for their internal use.
Writers,other than Savage, seem to argue for more relevant 
cultural factors. For example Seiler (1966) argued that one of the 
factors which leads to low level of management accounting techniques 
is,
"... the tendency to believe that success is 
primarily the result of sheer luck, or an 
ability -o ,;it others, rather than the systematic 
application of effort and creative energy".
Abdalla (1979) in her comparison of the management style of
Sudanese and British Textile managers pointed out the difference in
cultural back-grounds of the managers, she argued,
"... the British grown up in democratic 
culture and the Sudanese in autocratic 
culture".
This affects their perceptions to decentralization and delegation 
which affects the nature, contents, and structure of the accounting 
reports, which in the case of Sudan should be designed to serve top 
management.
Bristol (1978) considers the development of accounting techniques
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and places rather more emphasis on historical factors i.e. the
evolution of accounting and accounting profession, independent from the
need of their use. He asserted that the accountancy in the UK and USA
has been distorted by historical factors, and the emphasis has been
upon financial accounting and auditing to the relative exclusion of
management accounting. He stated,
"... in the UK the accounting system was established 
to meet the perceived needs of mid-nineteenth 
century capitalism but it was set up in arigid and 
self-perpetuating structure which has proved 
resistant to the changing needs of the economy".
He believed that the bias of the accounting profession is probably 
attributable to its growth resulting from the UK auditing and reporting
requirements of the companies' acts during the nineteenth century, as
a result of which accountants worked and trained in the fields of 
financial reporting and auditing. At that stage management accounting 
was very much in its infancy and its subsequent evolution v/as distorted 
by the bias towards the provision of information for the external 
reporting rather than with concern for the needs of managers for 
internal decision making purposes. This bias he believes has
dominated the accounting profession up to the present.
In many British colonial territories British rule had imposed 
upon them a British Companies' Acts with the same reporting and auditing 
requirements as in Britain (Sudan is one of these) auc it has used 
the same act since 1925. Also once the status of professional 
accountants could only be attained by admission to one of the British 
professional bodies, it becomes very difficult to modify the system 
for those who operate it have a vested interest in its perpetuation, 
partly because of the high rewards which it provides andp-ri'ily because
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they have power to resist rapid change. The small nucleus of 
qualified accountants will often set up aimonopolistic and elitist 
professional body which is virtually a carbon copy of the Institute 
of Chartered Accountants in UK. Even where a local accounting 
organization is not established the British professional bodies have 
enormous influence, because membership thereof gives access to senior 
accountancy posts not only in one's own country but also, and more 
importantly, in a wide range of overseas countries. A.s such their 
membership conveys many advantages of a passport.
However, a well developed accounting function can not exist entirely 
for its ov;n sake, rather its development comes about principally as a 
result of pressure from the needs of business and its management i.e. 
accounting is a utilitarian activity. The degree of decentralization 
of managerial authority within the business firm has a decided bearing 
on management's need for accounting information. The greater the 
delegation of authority and the larger the number of persons involved 
in the decision making process, the more important are the requirements 
of co-ordination and control, and consequently the importance of the 
development of an appropriate accounting techniques arise (Savage 
1967).
However, Savage himself in a more recent study (1978) has pin­
pointed some of the cultural and social factors which have implications 
for management control systems in developing countries. Although his 
study is meant to point out the difficulties (problems) which will 
hinder the establishment of a sophisticated management control system 
by multinational companies in developing countries, the factors which 
he mentioned could be used as an explanation of the low level of usage 
and sophistication of accounting techniques in developing countries.
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Savage argued that the centralization of authority in developing 
countries is due to
(1) The traditional source of authority
Managers like most people in developing countries, are the
products of highly structured, traditional society, where authority
is derived from family ( tribal ) position, where creativity and
innovation are discouraged and submission to authority is seen as the
way to avoid the anxities of living. They think that it is
daagerous to experiment, and the sense of ranger often makes their
minds reject suggestions of changes in methods that they are fully
capable of understanding and applying. Al Sai (1980) argued that,
"Arab directors are only too well aware of their 
own and their organization's shortcomings, 
their problem is forcing themselves to do some­
thing about them. As the manager of a subsidary 
of one of the Saudi merchant groups put it 
recently ; 'Detegation for Arabs is like giving 
up smoking for Westeners, it is something one 
always intends to do but never actually does'".
(2) Symbol of authority:-
Since authority in the traditional societies derives from 
position (as family or tribal leaders or as business owner), only 
the elite are seen to have authority. Authority is a symbol of eliteness, 
and for an official or an owner to give up or delegate authority is to 
give up part of his eliteness.
From (1) and (2) above one can conclude that: superiors are 
unwilling to delegate authority, and from (3) below subordinates are 
not likely to accept responsibility, and hence the use of a budget or 
other type of responsibility reporting system is very difficult, if 
not impossible.
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(3) Another cultural factor is the attitude toward business 
and management. The relationship between the superior and the sub­
ordinate in developing countries is often a very personal one - the 
idea of the company is either an abstraction which is not really 
understood, or the company is really embodied in the person of immediate 
superior. Thus, performance evaluation in the developing countires, 
only rarely motivates improved performance or learning. t;i fact., it 
could have the opposite effect causing the manager to try to narrow 
his job responsibilities in order to limit error and avoid humiliation. 
Hence, advancement may be seen to involve such a risk of losing all 
that one has gained, that there often may be no desire for additional 
responsibility and income at the price of possible failure. The use 
of budgeting for control of operations becomes difficult without a 
strong motivation for advancement, since a manager can not be held 
responsible for poor performance if he has rejected responsibility from 
the start.
Moreover Savage pointed out another important cultural factor i.e. 
the tendency to give an answer to every question, regardless of the 
knowledge about the question, or to give the answer the questioner 
wishes to hear. In the superior - subordinate relationship, this 
tendency often causes such things as subordinate giving a favourable 
completion date for a project (and in a sense, hoping that it will 
be finished) when a realistic date would be much later. Such a 
behaviour has been recognized by the author during the preliminary 
investigation in two situations in Sudan-.-
(a) In the case of project execution, the Ministry of
Industry tends to set up very optimistic schedules.
(b) In the case of setting budgets, they also give very
optimistic estimation to the level of capacity
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utilization, which with the kind of budgetary 
control used encourages the presence of 
budgetary slack.
Two points need to be borne in mind when considering Savage's 
study. His research method entailed;
(1) the study of the literature both in USA and Mexico on the 
role of accounting in the planning and control functions of management, 
especially as it relates to cost accounting and budgeting.
(2) fieldwork carried out exclusively in Mexico.
A comparative study would have given a more significant result 
for Savage could have observed whether the managers in Mexico and USA 
have different views of life and are concerned with different things 
according to the different threats and opportunities they are facing.
Moreover, sometimes Savage (1967) depends heavily on information 
he got from public accountants to support the propositions he forwarded, 
Perhaps they are not the proper people to rely upon when talking 
about management accounting, because they are mainly concerned with 
external reporting.
1.5. The Saleem (1981) Study
Saleem investigated the role that the control1ership function 
could play in the operational effectiveness of the Iraqi cement 
industry.
He assumed that the controller's function led him to have frequent 
contact with many organizational departments. Therefore for the 
controller to communicate relevant data to managers, he should first
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know how managers use accounting data. Managers are assumed to use 
data for score card, attention-directing and problem-solving. Each 
one of these uses was argued to need a different channel of
communication and different type of motivation. It was therefore
suggested that the controller should structure his function to meet 
the requirement for the efficient use of accounting.
Saleem assumed that for the controller services to be effective 
for the internal users, his information service should match managers' 
need of accounting information - Five factors were identified as 
measuring controller effectiveness which have a relationship to the 
degree of centralization of the controller functions, they are:-
- the structure of accounts and reports
- the actual geographical locations of the accounts
- the formal authority relations
- group loyalities
- channels of communication.
He found that cement managers are using accounting information 
mainly for score-card purposes and on a limited occasional basis for 
attention-directing and problem-solving purposes. Few people are 
using accounting data for the above purposes. Top managers were 
found to be the prime receiversof accounting reports. Direct contact 
and contact by telephone were found to be common practice of transmitting 
information.
The most interesting findings of his research related to why there 
is a low use of accounting information in Iraqi Cement Industry and 
how middle managers go about informing themselves. He found that the 
following factors were relevant:
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(1) technicians dominate management posts and they have a 
discouraging attitude tov/ards accounting.
(2) Managers do not have the appropriate educational background 
and training that will help them understand and use accounting in­
formation effectively.
(3) the centralization of planning in Iraq has created the need 
for stable prices for cement, centralization of authority and control 
from the centre, which were found to have a negative effect on the 
internal users' independent initiative which might have stimulated 
the need for management accounting information.
(4) incentive schemes are not linked with the accounting results.
(5) shortage in number of accountants accompanied by low standards 
of education and training in accounting.
1.6. AREA OF INTEREST
The literature reviewed in the previous part of the chapter shows 
that there is a dearth in systematic empirical research in management 
accounting in developing countries. Only two studies have been done 
so far (Savage 1967 and Saleem 1981). This implies the need for 
systematic empirical research in management accounting in developing 
countries. Moreover, none of the studies cited in the above section 
related to the Sudan. Another characteristic of the literature of 
management accounting in developing countries is the concentration on 
what is happening rather than why is it happening. One thing which 
became apparent in 'the why side' is the fragmentary nature of the 
research to date and the consideration of only a few factors from all
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those which may affect accounting practice. Although, in the West, 
most of the research is also of fragmentary nature, some studies have 
tried to integrate a small portion of the existing accounting and 
related literature (Gordon and Miller 1976 and Sathe 1982). To the 
best of my knowledge this thesis is the first study in management accounting 
!n developing countries which tries to integrate the existing literature 
in the 'why side' and try to investigate all the possible causes cited 
in that literature for the low sophistication and use of accounting 
information in internal decision making and control. Three sets of 
factors could be identified from the literature review, these are:-
(1) Organizational factors,
(2) Environmental factors, and
(3) Managerial factors.
This study will focus on the relationships between the sophisti­
cation of management accounting techniques and the role of accounting 
and accountants in internal decision making and control on the one hand 
and the managerial factor,organizational factors and environmental 
factors on the other hand. The definitions of these factors and a 
conceptual framework for the study is developed in chapter (2).
Also this research will attempt to show the importance of other 
non-accounting systems which may have been developed to fill the 
information gap which accounting systems have or cannot cover. 
Concentrating this inquiry only on the traditional accounting control 
tools (as almost all the researchers in management accounting in both 
developed and developing countries have done so far) may well give an 
incomplete picture of how the Sudanese textile industry is controlled.
It is important to study non accounting as well as accounting systems
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to improve peoples' understanding of how industrial organizations in
developing countries actually go about controlling their activities.
Possibly in such countries, which have a limited supply of accountants,
non-accounting control systems may dominate and this is an area which
is almost completely ignored by researchers in developing countries.
Scott (1970) has recognized the role which could be played by other
information systems, but he decided to neglect it, he stated:
"Although recognizing the importance of other 
forms of information, this examination is 
concerned only with formally organized and 
recorded quantitative information. Information 
so defined is essentially synonymous with 
accounting information".
However this is not surprising, because even in the West (USA and 
UK) where many authors and researchers have commented on the existence 
of non-accounting control information systems, they have rarely been 
the subject of serious research and or consideration. The dominant theme 
that seems to emerge from the studies in this field is that owing to 
certain seemingly inherent limitations in accounting information systems, 
non-accounting information emerges as a means of overcoming the 




2.1. Methodology Used in the Study of Accounting in Developing 
Countries
It is currently fashionable to categorize accounting research 
according to the types of data and types of research methodology used 
in projects undertaken. Hence we presumably have theoretical research 
and empirical research, behavioural research and information systems 
research,etc. (Mueller 1970).
Jaggi (1973) inhisbibllc.grr'^bical study to assess accounting 
literature relating to developing countries used the classification - 
descriptive, conceptual, and hypotheses-testing studies. He describes 
descriptive studies as the ones which provide information regarding 
the present state of the art of accounting. These are usually explora­
tory in nature and attempt to determine the status of a particular 
discipline in a country. Such studies are generally based on primary 
sources of information. Data are obtained from observations and 
impressions gained directly from living in a country. They can also 
be based on secondary data obtained from existing sources. He found 
that most of the studies are of this nature i.e. descriptive; have 
been undertaken to describe the art of accounting in certain developing 
countries. Most of these are based on primary data obtained through 
observations by native researchers or by those who remained in these 
countries for some period of time. He described conceptual studies 
as those studies in which a model or framework is developed to examine 
an existing system. Conceptual studies may be static, dynamic, or 
comparative. Comparative models utilize a research design by which a 
particular system is studied in relation to another system. Jaggi 
believes that conceptual research should not end up with only an
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understanding of the existing systems of a country. It must proceed 
further to develop normative models which provide prescriptions for 
improving those systems. He describes hypothesis-testing studies to 
be narrower in focus and more rigorous in methodology compared to 
descriptive and conceptual studies. He found that conceptual studies 
are still significantly missing from the accounting literature on 
developing countries. No comprehensive model or framework has yet 
been developed for analytical purposes. Several studies, however, 
have examined certain aspects of national accounting systems in a 
conceptual framework with particular attention given .to the role of 
accounting in the economic development of these countries e.g. Elliot
(1968), Sei dler (1967), Scott (1968).
Also, he found that no great degree of work has been done in the 
area of hypothesis-testing studies. He found only one study of this 
nature, that is, Singhvl (1968).
In a more recent study (Saleem 1981) argued that,
"Although a statement of the number of accounting 
studies of developing countries ... cannot be 
readily ascertained, it would appear from a 
cursory review of available literature that the 
bulk of developing countries accounting research 
to date, is for the most part, descriptive in 
nature... most of it is based on primary data 
obtained through observations".
2.2. Focus of the Study
Jaggi believes that this field (accounting in developing countries) 
offers immense potential for further research in all three categories 
descriptive, conceptual, and hypothesis-testing. He pointed out as an 
area for fruitful research the development of frameworks to examine the 
usefulness of the accounting systems in the context of their specific
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environments. He argued that,
"The relationship between environmental factors 
and accounting practices can be examined. 
Environmental factors may be classified in 
different ways; however, the following 
must receive special emphasis : government 
regulations, economic and political factors, 
and social and cultural factors. The study 
of cultural factors has been generally ignored 
by accounting researchers. These factors are 
important in determining the attitudes of the 
preparers and users of accounting statements, 
which are significantly influenced by the 
environment in which they originate and operate"
Gahndi (1975) argued in the same line of thought,
"Accounting as a societal function...has 
relevance only in the context of existing 
socio-economic institutions, which interact 
with social norms and cultural values".
The Jaggi and Gahndi line of thinking to the study of accounting
systems coincides with the recent cry in the study of accounting and
control systems in their organizational and environmental context.
For example,Waterhouse and Tiessen (1978) argued that,
"Management accounting systems are an 
integral part of an organization fabric, 
interwoven with organizational structure 
to enhance organizational control".
A number of contingency frameworks have been developed, drawing 
primarily from findings in organizational behaviour literature. For 
example Khandwalla (1972), Watson and Baulmer (1974), Bruns and Water­
house (1975), Sathe (1975), Gordon and Miller (1976), Kayes (1977),
Ansari (1977), (1979), have all suggested that the design of budget 
and management information systems is contingent on certain characteristics 
of the organization and its environment. However these writers defined 
environment in a narrower sense than that given by Jaggi and Gahndi, 
i.e. they are concerned only with economic factors from the many factors
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which represent the external environment.
Adopting Jaggi's recommendations and the contingency framework 
of management accounting; this study will recognise that accounting 
and management control should be seen in its organizational context, 
this context incorporates both internal and external dimensions (Bruns 
and Waterhouse 1975); i.e. organnizational and environmental.
Jaggi also pointed to the greater need for comparative studies; 
and the need for a conceptual framework for such studies. However, he 
is not alone in suggesting the potentiality of comparative studies, 
others have pointed in the same direction e.g. Briston (1978).
Jaggi (1973) has recognized that not much work has been done to develop 
a conceptual framework for comparative studies in accounting,(cross- 
cultural studies). He pointed to comparative management as a source of 
important guidelines to develop such a framework for accounting studies.
This study initially intended to fill part of the gap in the 
research methodology for the study of accounting in developing countries, 
by trying to build a conceptual framework to carry out comparative 
studies and to apply it to the study of accounting and management control 
systmes of Sudanese Cotton Textile Industry, compared with the British 
Cotton Textile Industry. Unfortunately the fieldwork in Britain failed 
because access to companies in Britain has been almost impossible.
We wrote to and phoned over twenty companies; all refused to help with 
the exception of one company. The access problem seemed to arise 
because:-
(1) The British cotton textile industry 1$ declining, if not dying. 
Hence, it seemed not to welcome a detailed investigation,
(2) the fact that the researcher is an overseas student, from
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a country often in direct competition with British companies, and
(3) the nature of the research proposed to compare British 
practices with the practices in developing countries. British 
companies consider the progress and development of a vast cotton 
textile industry in developing countries to be the main reason for 
their predicament. They have lost their market to those firms from 
developing countries.
Although this study is no longer a comparative study of practices 
in different countries, the model developed for that purpose was still 
helpful for identifying factors which influence system design and 
control practices.
Following the recommendations of Jaggi (1973) the comparative 
management studies models were a good starting point, for the develop­
ment of our model. The following section will therefore review these models
2.3. Models of Research in Comparative Management:-
Comparative management deals with problems of management and 
managerial efficiency in different countries. There are tv;o important 
attempts to develop conceptual frameworks to the study of comparative 
management, one is the model developed by Farmer & Richman (1965), and 
the other developed by Negandhi and Estafen (1965). In the following 
pages a very short review will be given to each one of them.
2.3.1. THE FARiMER -  RICHMAN MODEL: -
In this model, the approach is, first, to identify the critical 
elements in the management process and attempt to evaluate their operation 
in individual firms in varying cultures. A second feature of the model 
is to identify various environmental factors that have been found to
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nave a significant impact on fhe operations and effectiveness of 
managers; these factors have been classified among (1) educational 
variables, (2) socialogical-cultural variables, (3) political 
and legal variables, and (4) economic variables.
The Farmer-Richman model may be graphically shown as follows:-
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As may be noted, what these scholars have cone is to postulate 
that environmental factors affect the elements of the management process, 
the way in which managing is done and its effectiveness (Koontz 1969).
2.3.2. TEL NEAAML'I-EGTAFEN MODEL
Another model designed to provide a conceptual framiework to the 
study of comparative management is the model first offered by Negandhi 
and Estafen in 1965, and somewhat modified since and used by Negandhi 
(1959) and Negandhi and Prasad (1971), and by a number of his cclleagues 
and other researchers particularly at Kent University (USA).
This model differs somewhat from Farmer-Richman model. The major 
difference is the introduction of a major independent (or at least
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mostly so) variable in the form of management philosophy - an expressed 
or implied attitude of the firm toward such important internal and 
external agents as consumers, employees, distributors, stockholders, 
government and the community. Negandhi argued for the introduction 
of this variable by asserting that environmental factors alone cannot 
explain the existing differences in management practices and effective­
ness, then one should expect close similarities among the firms when 
size and technology are held constant. However, such close similarity 
is far from reality. We could find in any country two firms, basically
in the same industry and confronted with similar market and environmental
conditions; yet, one cannot say that they are the same in their 
managerial practices.
Farmer and Richman are accused of considering management philosophy
as given, a product of the culture and the environment, while Negandhi
and Estafen argued that certain elements of management philosophy, 
can, and have been imported successfully.





























Figure 2.2. Negandhi Estafen 
Model
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As can be seen, in this model, both management philosophy and 
environmental factors are seen as having influence on the practice 
of management and environmental factors are seen as also independently 
affecting management and enterprise effectiveness.
Koontz (1969) criticized this model, he argued,
"... one does have difficulty in seeing the area 
of management philosophy (attitudes and beliefs) 
as being independent of environmental factors".
However Negandhi and Prasad (1971) argued,
"Our pilot study in India, however, revealed that 
The management philosophy, as defined above, 
was neither culture-cum environment bound nor 
ownership bound. In other words, some American 
subsidarlss parent US companies, and local 
foreign companies were alike in their manage­
ment philosophies, while others were worlds 
apart".
A model of more relevance to this study and based on Farmer- 
Richman and Negandhi-Estafen models, developed by Horovitz (1980).
The following pages review this model.
2.3.3. HOROVITZ (1980) MODEL
Horovitz is the first one to do comparative study research Ir. 
control practices. Horovitz based his study on the critiques of the 
comparative management studies in all its aspects (concepts, designs, 
methodologies and content). The recommendations of those who 
criticized the existing research e.g. Negandhi (1975) etc., were that;
(1) New research should be empirical and not conceptual.
(2) A marriage is needed between management theory and 
comparative management.
(3) The focus of research should be on processes more than on
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the individual manager's attitudes and background.
(4) More research is needed which is of practical value.
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Figure 2.3 Horovitz Model
As can be seen from the diagram, the design treats managerial 
control practices as the dependent variable and relates them to three 
independent variables
(1) Country, which refers to
(a) Culture, which refers to
- views towards authority
- views towards centralism
- views towards initiative
- views towards bureaucracy
(b) Education, it is concerned with the type of education 
of top managers
(c) Economy, and it is concerned with the short term trends.
(2) Business, which refers to
(a) complexity of technology
(b) market stability.
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and (3) Management systems, which refers to:-
(a) Process of organizing, which refers to
- division of labour
- decentralization
- coordination
(b) Process of Planning, which refers to
- types of plans
- characteristics of plans
(c) Process of Leading, which refers to
- degree of participation
- basis for rewards.
The main differences between this model and the Farmer-Richman 
and Negandhi-Estafen models are :-
(1) The Horovitz model attempts to explain the management 
practices used rather than managerial and firm effectiveness.
(2) It also introduces variables from organization theory 
besides country factors, e.g. the environment of the firm (technology 
and market).
Although, the Horovitz model has moved in the right direction to fill 
part of the gap in the comparative management studies by making a 
direct comparisons of actual managerial practices in local companies 
in comparable business at the conceptual level, the model used for 
this study could be criticised because it failed to take into con­
sideration some of the environmental factors, namely socio-economic, 
political and legal factors. Also this model seems to ignore the 
factor introduced by Negandhi and Estafen, i.e. management philosophy, 
Both of these factors have evident effects on managerial practices 
in comparative management and management theory literature.
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The other criticism of this model, which is also true for 
Farmer-Richman and Negandhi-Estafen model, is that the relationship 
between the variables of the models, is not a one-way relationship, 
but a two-way relationship. It has been recognized in the modern 
organizational theory literature that the relationship between 
structure and context could be the reverse of what is advocated by 
structure - contingency models, i.e. decision makers may impose 
a desired structure on context and,if alignment is needed for effective­
ness, employ proactive strategies to bring context with structure 
(Bobbit and Ford 1980). If an organization management behaves 
proactively, changes in their management style would find specific 
expression in changing the nature of the technology operated by the 
organization and in altering the characteristics of the organization's 
market, social, governmental and legal environments (Colson 1980).
Putting together concepts and models developed by Farmer-Richman, 
Negandhi-Estafen, and Horovitz, it is possible to develop a research 
model which seems to satisfy the purpose of this study. The model 
also tries to benefit from the growing modern organization theory 
literature.
2.4. The Research Model;-
The model which is depicted below was developed to help to 
determine what data to obtain as part of the study's empirical 
investigation, to help to integrate findings from empirical investigation, 
and to provide a theoretical orientation that may stimulate future 
research. The intention is to indicate at least some of the important 
factors, that lead to differences in management accounting practices 
in different countries or sectors within one com?^jy. Thus, this 
model may provide a way of thinking about the main factors that have
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The model could be depicted diagramatically as follows:-
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Figure 2.4 The Conceptual Framework of The Study
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lead to differences in management accounting practices in different 
countries or sectors within one country.
The study will be concerned about
(1) the characteristics of the accounting function, in terms 
of the techniques, especially cost accounting techniques used in 
Sudanese textile industry, the time spent on different activities within 
the function; and the reports produced by the function,
(2) the role the accounting and accountants play in the 
management (internal decision making and control) of the organization, 
and (3) the role other management control systems play in the manage­
ment of the organization.
The approach which will be taken in this study is to assess the 
accounting function characteristics in Sudanese textile industry and 
to compare between private and public sector firms, to see if there 
are differences. Three major classes of factors are suggested to be 
relevant in understanding and explaining (1), (2) and (3), they are :-
(a) those related to managerial choice, namely management 
expectations, orientation and operating philosophy or style,
(b) those related to companies' business characteristics, and
(c) those related to companies' environment characteristics.
The literature concerned with the relationships between these
two sets of factors will be discussed in the relevant chapters later 
in the thesis (part three).
The conceptual framework introduces a new factor to those 
introduced by cross-cultural studies, which seems to be the core of the 
model. The new factor is managerial choice. This way of thinking 
about the factors affecting the existence of different characteristics
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of the accounting function is in line with the modern organization 
theory literature. Recently, numerous writers in this field have raised 
conceptual-theoretical questions regarding the structure-contingency 
models. One such question centres on the role of decision makers in 
the determination of the structure - Child (1972),Khandv;alla (1977) 
and Bobbit and Ford (1980) develop a premise that organizational 
decision makers have choices within limits which shape the response 
of the organization to its contingency variables.
It seems that this is similarly true for the case of management 
accounting systems choice, since we generally consider both 
organization structure and management accounting systems as means of 
assisting organizational management fulfill its functions and 
duties (Colson 1980). Accordingly the conceptual framework of this 
study will be expanded to include decision makers' choice as determinant 
of management accounting systems.
Proactive management could also use the management control system 
functions to force changes in the operating context by changing the 
management control systems and then forcing external and technological 
compliance (Colson 198 0). Thus the relationship between operating 
context and managerial choice is a two-way relationship.
To the best of my knowledge, the factors included in this model 
have not been combined in one study. However, I do not claim that this 
model totally explains all of the relationships and factors. Future 
research may uncover evidence that some of the relationships do not 
exist in the manner depicted in the model and also may indicate that 
other important factors should be included in the model.
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4.5. Definition and Operationalization of the Model Component
(1) Environmental Influences;-
One body of literature is the comparative management literature 
which has given the broad environmental factors (Economic conditions, 
social, legal, political cultural and educational factors) to be the 
reason for the differences in the way the organizations are managed 
and their effectiveness in different countries, e.g. Farmer and 
Richman (1964), Negandhi and Prasad (1967) and Horovitz (1980).
Another body of literature known as 'contingency theory*. This 
theory has demonstrated that environment is an important variable in 
understanding the structure and activity of organizations. The theory 
essentially states that efficient organization structure vary with 
organizational contextual factors such a technology and environment. 
Examples are the conceptual work of Thompson (1967), empirical research 
of Burnes and Stalker (1961), Woodward (1965) and Lawerence and Lorsch 
(1967).
Also the interest in the socio-economic developnent of the so- 
called underdeveloped or developing countries has resulted in a number 
of studies which seek to determine the impact of socio-cultural 
variables on organizational functioning, behaviour and effectiveness 
e.g. Negandhi and Prasad (1967).
Western writers on management accounting systems have used the
contingency theory literature as a point of departure for discussing
the effects of the environment on the management accounting system,
e.g. Waterhouse and Tiesen (1978) stated,
"MAS are one type of control mechanisms...our 
conceptual scheme suggests that the nature of
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organizational control is dependent on the 
type of organizational structure which, 
in turn, is contingent on technology and 
environment, the implication is that 
management accounting system will need to 
be designed to meet the specific 
organizational units".
Khandwalla (1972), Watson and Baulmer (1974), Bruns and Waterhouse 
(1975), Hayes (1977) and Sathe (1982), among others have suggested 
that the efficient design of MAS, and the role of accounting and 
accountants in decision making and contol is contingent on certain 
characteristics of its environment.
Almost all of the writers who wrote about accounting in
developing countries have identified one or more factors of the
external environment to be associated with the prevailing accounting
systems and the role of accounting and accountants in internal decision
making and control (see chapter 1) e.g. Sharkas (1972) stated,
"The educational, social-cultural, political, 
legal, and economic charateristics of a 
society may pose accounting problems which 
are distinct from those of another environment.
An understanding of the environmental 
characteristics is essential to comperhension 
of any country's peculiar accounting problems".
Farmer and Richman (1965) proposed the Delphi method to identify
the critical environmental factors which affect the managerial
practices in developing countries. The Delphi technique is a method
which can be used for developing a consensus of views about an issue
which does not lend itself to a precise cause-and- effect analysis.
Lauter (1969) argued that,
"While it (the Delphi technique) does not 
give totally accurate information and 
while the results obtained through the 
applicability of technique depend to some
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extent on the skill and immagination with 
which it is applied, it does represent a 
scientifically valid and reliable approach 
to the investigation of issues and problems 
which are otherwise very difficult to 
research".
In addition to the lack of total accuracy mentioned by Lauter
(1969), this method is open to another two serious criticisms, they 
are;-
(1) one of the chief difficulties of applying this technique is 
the identification of qualified experts who were competent enough to 
evaluate the various environmental factors in a particular country.
(2) the time and expenses involved in carrying out this method.
In addition Negandhi and Prasad (1971) has found from their
fieldwork experience in USA and India that,
"... how managers or executives perceive the 
external environment as decision makers has 
a more significant bearing upon the decisions 
that they make than a generalized listing 
of environmental factors in some rank (as 
suggested by Farmer and Richman (1965)".
Dill (1958) utilizes the concept of "task environment" to refer 
to those parts of an organization's external environment which are 
relevant potentially to goal setting and attainment. McWhinney (1968) 
introduced the decision making process, he considers only the external 
environment which are of concern to an organization and which may 
influence decision making.
To isolate those factors of the environment which affect goal 
setting and attainment and decision making, we used the critical 
success factors approach to determine which areas of the environment 
does the chief executives take into consideration while approaching
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their job of decision making and control. In the questionnaire a 
comprehensive list of the environmental factors which seem to 
influence the firm's goal setting, decision making and control in 
developing countries environment are provided (see Sathe 1982), and 
the managers were asked to- attach a degree of importance to these 
factors, according to their degree of effects on the firm's success. 
Using this method together with published or unpublished reports about 
problems of the industry, we could identify the environmental factors 
which decision makers regard as important in terms of their successful 
functioning, and consequently they will have a relation with the way 
managers approach their decision making, Lorange and Morton (1974) 
argued,
"The external environment of the firms as 
represented by the key variables, are a 
major source for the determination of 
control variables".
and elsewhere they stated,
"Control variables from the content of the 
short-term plan. They determine what to be 
tracked...The choice of control variables 
is particularly dependent on the choice of 
key variables".
(2) Business characteristics;-
The essential properties of any organizations are;-
(a) Hierarchy of authority;- In every organization, some 
individuals carry out the orders of other individuals, and the 
latter in turn carry out the orders of their superiors. This 
is the hierarchy of authority. In some organizations, this 
vertical differentiation of authority is very elaborate. 
Organizations are hierarchically organized because this helps in 
supervising employees and in coordinating and making decisions.
(b) Rules, procedures, controls and techniques;- Many rules 
are formalized and officially enforced. Sometimes there are
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informal rules that are inforced through informal 
means. Organization has also standard operating 
procedures and control.
(c) formality of communication : the extent to which 
communication is written.
(d) specialization of functions and division of labour
However, we are not going to study all the business characteristics, 
this may need a whole thesis. We will be concerned about the following 
factors:-
(a) Recent History:- The practice in organizations 
can not be perceived away from its history, because it 
always has a very important impact on the management 
practice.
We could know about the history of the organization 
by directly asking the chief executives about that.
(b) Organization structure-.- Chandler (1962) defines
organization structure as the design of organization
through which the enterprise is administered, he added:
"..the design whether formally or informally 
defined has two aspects, first the lines of 
authority and communication between the 
different administrative offices and officers 
and second the information and data that flows 
through these lines of communication and 
authority".
Organization theorists such as John Child (1972) define structure 
as the formal allocation of work roles and the administrative 
mechanisms to control and integrate work activity, including those 
that cross formal organizational boundaries.
Tricker (1976) identified two major dimensions for characterising
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organization structure, they are;-
(1) Configuration, which is the shape of the organization.
(2) Centralization, or where authority to make decisions lies 
and where control is exercised.
However Pugh et al (1968) provide a more comprehensive list of 
organization structure dimensions. Their list includes in addition to 
the two mentioned by Tricker (1976) another three, they are:-
(1) specialization, which is concerned with the division 
of labour within the organization,
(2) Standardization, and it refers to standardization of 
procedures, and
(3) Formalization, which denotes the extent to which rules, 
procedures, instructions and communications are written.
Pugh et al (1969) examined the meaning of structure and the 
association between structural mechanisms and aspects of organizational 
context. They identified four dimensions of structure. Replication 
studies (Child 1972; Inkson et al 1970) have concluded that the main 
distinguishing dimensions are two, "structuring of activities" and 
"concentration of authority". This approach has been widely applied 
to the study of organizational structure in its contextual setting.
Also it has been used in accounting research e.g. Bruns and Waterhouse 
(1975). A similar approach will be followed in this study.
The dimension called structuring of activities concerns the degree 
of formal regulation of the intended activities of employees. The 
scales used to measure this dimension by Aston Group are:
(i) specialization : the number and kind of specialists.
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(ii) standardization : the extent to which activités 
are subject to standard operating rules and 
procedures, and 
(iii) formalization : the degree to which rules and 
procedures are committed to writing.
Bruns and Waterhouse (1975) used only two scales of the above 
mentioned three, specialization and formalization. In this study two 
dimensions from the above three are used, standardization and 
formalization because they seem to be relevant than the third one 
for the purpose of this study. However, a slightly different approach
to data collection and analysis are used in this study.
Concentration of authority is defined as the extent to which 
authority for decisions lies at higher levels within the organization 
or outside the organization. Concentration of authority is measured 
by two scales, by Aston Group
(i) Centralization; the extent to which formal
authority for making decisions rests at higher 
levels of an organization, and
(ii) lack of autonomy:- the extent to which decisions 
cannot be made in the organization but are 
reserved for managers who are not part of it.
In this study these two dimensions are used, with a slightly
different approach to data collection and analysis.
Organization structure is a very important determinant of 
managers' need and use for accounting information, and also in the 
system design, and role played by the accounting function.
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Dermer (1977) argued,
"Since accounting systemssupport a number of 
organizational activities and can be used to 
accomplish many different ends, an understanding 
of how an organization structures itself and 
allocates responsibilities is necessary for 
the understanding of the role of the accounting 
and accountants in the organization".
A more comprehensive review of the literature which 
discussed this relationship will be dealt with in chapter (8).
This variable would be operationalized as follows:-
(a) a copy of the organization chart would be asked 
for with the comments and explanation of the 
chief executive,
(b) questions will be asked directly to the chief 
executive about how the company is organized, 
to what extent its procedures are standardized 
and formalized, and the degree of decentralization 
of the decision making in the company.
(d) Dominance of Departments :-
There are many definitions for power, but generally speaking, 
power is the ability to secure one's goals through the explicit, or 
implicit use of force. In the organization context, power is the 
degree to which an individual or a group or an administrative unit is 
able to influence decision making in its favour.
The relative power of different departments, reflect the degree 
of influence each has on the decision made on the organization, and also 
it determines what is the most important source of information for 
decision making.
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cue to controversy over the measurement of power, a multi 
method, multimeasure strategy is especially appropriate for this 
factor (Hinnings et al 1974).
Several measures of departmental power are used in the 
organization theory literature. One way of finding where power lies 
in organizations is to ask people. Perrow (1970) in a study of 
twelve industrial firms, asked respondents to rank the four depart­
ments of production, marketing, finance and accounting, and research 
and development in terms of how much power they had within organizations. 
Minings et al (1974) used a similar though more elaborate questionnaire 
and interview procedure to assess the relative power of subunits of 
breweries in Canada. Pfeffer and Salancik (1974) in a study of the 
power of academic departments at the University of Illinois, asked 
department heads how much power they thought the various departments 
possessed.
Another way is the use of representational indicators of power. 
Representational indicators of power assess the position of social 
actors in critical organizational roles such as membership on influencial 
boards and committees or occupancy of key administrative posts.
Committee representation can serve as an indicator of power because the 
committee positions themselves convey power to their occupants.
Powerful departments are also likely to have larger representation on 
key committees as a consequence of their power. These data can be 
collected in less obtrusive fashion, without violating organizational 
norms and myths. These indicators are useful supplements to other 
ways of assessing power in organizations. Moore (1979) employed 
departmental membership on major campus committees as a representational
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indicator of power. In business firms, a similar procedure could be 
used to assess power. Critical executives positions can be identified, 
and the departmental affiliations of executives who have risen to 
these positions can be determined, as a way of seeing which subunits 
are more powerful. Important committees within the firm can be 
identified and representation on such committees can be assessed. 
Departmental representation in important role and on critical committees 
can provide evidence useful in diagnosing the relative departmental 
power in the organization.
Due to controversy over the measurement of power, a multimeasure
strategy is especially appropriate for this variable. The two above
discussed measure of power are used in this study. Pfeffer and
Salancik (1974) argued,
"Because of the occassionally tenuous position 
of the concept of power in social science 
literature, it was useful to obtain several 
measures to ensure the validity of the measure­
ment of the variable".
The first measure was obtained from interviews with the head- 
departments of the departments included in the study. Each head 
department was asked to rate each of the departments, including his 
own, according to how much power he thought each department had in 
taking major decisions in the organization. Since, power in internally 
fragmented organizations is complex and respondents generalizing across 
unstated areas are not likely to provide valid data. Power data were 
gathered with the use of a list of 17 issues. These issues form as 
comprehensive a statement as possible of all those recognized and 
recurrent decision areas in the organizations studied, in which more 
than one department was usually involved. The aim v/as to produce a 
set of issues which would allow statements to be made about power over
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the most frequent decision areas (Minings et a 1974). However, in 
most of the cases we have only two heads of departments to answer 
this question (production and sales managers), because, as we reported in 
tna praceec'i.ig chapter, we have got only three departments in 
most of the organizations (production, sales and accounting) and we 
exclude the controller from this question for two reasons:-
(1) To reduce the volume of the controllers' interview 
checklist. Without including this question the volume of the controllers' 
interview checklist is huge, and this may lead them just to skip over
the questions or discourage them from giving their answers thoughtfully 
and thoroughly, and
(2) to avoid confusion and duplcation, because in the controllers' 
interview checklist there is a question about the degree of influence 
which the controller has got over major decisions.
The second measure of power used in this study is the departmental 
affiliations of the chief executives, and the membership on policy 
committees. This is considered as an excellent unobtrusive measure of 
departmental power.
(3) Managerial Choice;-
There are many facecs of managerial choice. For the purpose of 
this study the analysis will be confined to the following variables:
(a) Management education and experience : The managers education
and experience in accounting affect their need, use and
design for accounting information. Sathe (1982) argued;
"to the extent that management is financially 
oriented - seeks financial information in 
running the business. The opportunity for 
controller involvement increases".
This variable will be operationalized by asking the chief executives
— 47 —
and production and marketing managers if they have got any accounting 
qualification, formal education in accounting, and experience in 
accounting and control1ership area.
(b) Management Style; Management style consists of the 
set of beliefs and standards about management under which 
the organization's key decision makers operate. Although 
it is highly unlikely that there will be full consensus on 
beliefs and standards, it is no;.etheless highly likely 
that an organization's top managers will develop a basic 
stance in regards to what they collectively consider good 
and bad management practice (Colson 1983).
Khandwalla (1977) has empirically derived five dimensions of 
management style from management style literature. He characterizes 
these dimensions as risk taking, optimization, flexibility, participa­
tion, and coercion. However, for the purpose of this study we will 
try to measure the relevant management values. Three dimensions of 
management style will be considered in this study, that is, optimization, 
flexibility and participation, because in our opinion these are the 
values which will affect the managers' need and use for information.
Management style is chosen, because it is important in the choice 
of the accounting system, the need and use of accounting information. 
Colson (1983) suggested that the allowance for the choices of 
organizational decision makers influence on management accounting system 
determination comes from considering management style effects, he 
argued,
"since organizational structures and functions 
(Management accounting) reflect the choices 
of organizational decision makers, allowance 




"...management operating philosophy...may have 
an important influence on controller involve­
ment... To the extent that management chooses 
to emphasize analysis, coordination and control 
of operations, the potential for controller 
involvement increases".
In the following paragraphs a summary of the description of the 
relevant dimensions and how to operationalize them (see Khandwalla 
1977) is given.
(a) Optimization;-
Two alternative orientations of management style have been the 
seat-of-the-pants, "satisfactory" mode and the technocractic planning, 
"optimizing" mode. The former emphasizes experience, the application 
of rules of thumb, the here and now, common sens^the consensus of 
experts, and intuitive judgements. The planning mode emphasizes formal 
expertise, the long-term future, careful investigation of problem 
areas and opportunities, and careful consideration of the cost and 
benefits of various alternatives to enable the organization to make 
optimal choices.
We will use Khandwalla's scales to measure the extent to which 
management is optimization oriented. The higher the score, the more 
planning and optimizacion oriented management is. The lower the 
score, the more seat-of-the-pants judgements oriented management is.
(b) Participation;-
One ideological base of the participative, human relations mode 
is the notion that all individuals have an ego need. They crave to be
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considered important, to feel that they are worth something. Another 
aspect of the participative modes ideology is the notion that 
co-operation is better than competition, and warm, friendly relations 
among organizational members are more desirable than mutual hostility 
and suspicion. Team-building and consensual group decision making 
are a third element of participative mode. Frank, open confrontation 
of issues and feelings and stress on working constructively with one 
another is a fourth element of the participtive mode. Several scales 
were developed by Khandwalla (1977) to measure the extent to which 
management is participative. However, for the purpose of this study 
only two will be used to measure this factor, to keep the scope of 
the interview under control.
(c) Flexibility;-
Another dimension of management style is the organic and mechanistic 
style. The organic style is associated with flexibility and authority 
derived from situational expertise. The mechanistic style is 
associated with bureaucratic values and rigidity.
Several scales were utilized by Khandwalla (1977) to derive 
measures of how organic the top managements operating mode was. The 
higher the score on this measure, the more it was oriented to an organic 
style. The lower the score, the more the top management was oriented 
to mechanistic style.
4. Management Needs and Use for Information
(a) Attitudes towards accounting and financial control;- 
This :'-S an important factor in determining the need for accounting 
information, and also in the design of the accounting function. This 
could be operationalized as follows;-
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(i) Managing directors' expectations regarding the
controller involvement in major decisions. Chief 
executives will be asked directly about what 
they think is the desired role for the controller 
in the major decisions areas.
Sathe (1982) argued,
"Management's...expectations may have an 
important influence on controller 
involvement. As the literature on 'role 
theory' indicates, behaviour in a given 
role is influenced by the expectations 
of those in the person's 'role set', 
that is, those with whom the person must 
deal in performing the role".
(ii) What managers think of accounting inforamation. The 
managers will be asked directly, about their views of 
the importance of accounting in managing their 
organization.
(iii) What controllers think that managers in their
organization perceive their function. The controllers 
will be asked about what managers think of accounting 
function, is it mainly for keeping records, or could it 
provide other services as well.
(b) The Importance of Different Information Systems;-
This may be a very important factor in determining the characteristics 
of the accounting function; for if management use accounting information, 
and if it is a very important source of information for them, accountants 
have to make this information available for them.
This factor could be operationalized by measuring management's 
emphasis on management accounting and other control devices in managing 
the organization. This will be done by asking the chief executives
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about the relative importance they place on these devices in managing 
their companies.
(c) The Role of The Controller in Major Decisions,
Control and Coordination;-
This is the core of this research. The chief executives, 
controllers and production and marketing managers will be asked about 
the role controllers play in major decisions, control, coordination 
and problem-solving.
5. Accounting Function Characteristics;-
The major components, which will be of interest to tht study 
of this function are:-
(a) Organization structure
This affects the role which the function could play in management 
of the company. Data will be collected about the personnel of the 
accounting function, their qualifications, experience etc., and about 
how the accounting functions organized.
(b) The Accounting Techniques;-
The sophistication of the accounting techniques will make it 
possible to use the information in many decisions.
We will try to examine the major characteristics of internal 
accounting services to management in Sudanese textile industry, by 
investigating whether the dimensions of the accounting function in 
those enterprises are limited to the traditional practice of financial 
accounting or whether more advanced cost accounting techniques are 
applied.
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Personal interviews will be held with controllers and financial 
executives to collect the information for this part of the study.
A structured questionnaire will be used to collect the required 
information about the techniques. The questions will be mainly about 
the structure of budgeting systems, cost accounting systems, 
especially standard costing, control reports, internal auditing 
departments and their functions and measurement of profitability.
(c) Time Spent on Different Activities;-
The concentration of the controllership function's efforts will be 
explored by examining the weight attached to different activities.
The preoccupation of the controller with book-keeping and external 
reporting may limit the controller's influence in internal decision 
making and control.
Information will be collected by directly asking the controller 
to give a rough estimate to the time he and his staff have spent on 
different activities for the past year.
(d) Change of System;-
Change of the system design is considered to see the effect of 
the external, especially environmental factors. To try to observe 
what type of factors have associated with the change in system design. 
Chief executives and controllers will be asked about the changes 
which have taken place in the function, and who initiated, provided 
information, selected from alternatives and imple.ner.t them. Also the 
causes for change will be investigated in depth if change in the system 
design has taken place. This if found, could be very strong evidence 
to the influence of some factors on system design.
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Chapter 3 
Research Design and Methodology
3.1. INTRODUCTION
The conceptual framework presented in chapter (2) identified a 
number of variables which may be important in investigating the role 
of accounting and accountants in internal decision making and control 
in developing countries, with special reference to the Sudan.
In this chapter, a description is given of the empirical study 
conducted in the Sudan to obtain information about variables contained 
in the model and to determine what relationships may exist between 
them.
In this chapter, firstly the criteria upon which the research 
design is based and the design itself are presented. For reasons 
discussed below, the latter includes a sample from Sudanese cotton 
textile industry companies. Secondly, the data collection process is 
described with emphasis on the selection of the cerviewees a:..c. the 
methods of data collection used, relating dcta collection to the model 
described in chapter (2). Finally, data analysis will be briefly 
discussed especially with regard to the relationships of the model, 
along with the plan for the remainder of the thesis.
The research findings of the empirical study are reported in the 
next seven chapters of the thesis.
3.2. RESEARCH DESIGN
The design of this study is based on the assumption that, it is 
important to match research methodology to the prevailing knowledge 
of the phenomena under investigation (Mautz et al 1980). It is widely
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acknowledged that the level of documented formalized knowledge about 
management accounting practices in developing countries is very low.
At such a stage of knowledge a concentrated verification of a narrowly 
stated hypothesis would be premature, and inadequate method for 
studying such phenomena. When relatively little is known about the 
phenomena under study, an exploratory field study is indicated. Hence, 
this study will be an empirical, in depthV'^infact, the reasons for 
management accounting practices and its use, do lie and which factors 
seem to be more influential.
3.2.1. Selection of Industry
As we pointed out in chapter (2) the study was initially intended 
to be a comparative study. Because of the failure of fieldwork in UK, 
the study is now only concerned with the Sudan. The textile industry 
was selected to investigate the points raised by this research because;-
(1) Its importance to the Sudan economy, although the contribution 
of the industry, generally in the Sudan, to GNP, is small, the importance 
of major industries in the Sudan like textiles and sugar lie in their 
import-substitution, which saves for the country a large amount of
hard currency.
(2) There is a sufficient number of companies in the textile 
industry, to reflect the general pattern of practice.
(3) There are private and public sector companies, enough number 
in each category, to allow the comparison between the two sectors.
(4) There are different sizes of companies, so one can see if 
relatively big companies implemented more advanced systems than small 
ones, and the effect of size on the controllership functions and roles.
(5) These are different ages of organizations, so one can see if
the oli well-established companies have got more sophisticated accounting 
\ n A  vw d e p i V  ^  s -
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systeins than newly established ones, or vice versa.
3.2.2. Choice of Sample Firms
The population of the study to choose from is sixteen companies 
which were in full operation at the time the fieldwork has taken 
place, eight in the public sector and eight in the private sector. The 
study tried to cover the whole industry, because it is a relatively 
small one. In the public sector it was not necessary to visit all 
companies, however, because six companies proved identical in almost 
every aspect. The six factories were initially just one very big factory. 
For political reasons (regional development), the government decided 
to divide it into six small factories. The researcher chose only one 
of these six, in addition to the other two in this sector. In the 
private sector the researcher contacted the eight operating companies, 
six of them have been very co-operative, ^wd these are the ones we 
reported their findings in the next seven chapters. The other two 
did not refuse to see the researcher, but they were not willing to 
co-operate. The researcher visited them a number of times, but they 
always pretended to be very busy and give another appointment. The 
researcher could not waste a lot of time chasing them, and they were 
left out of the sample. It appears however, that this will not bias 
the results of the study, because the number of the leftout companies 
is only two (12.5% of the population). Thus, the sample almost covered 
the whole industry.
3.3. DATA COLLECTION;-
The research design and data collection, were carefully planned 
to permit an examination of concepts from earlier work for their relevance 
to the subject under investigation (Sathe 1982). Wheneverpossible, 
variables and concepts from this earlier work were used in the
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investigation.
3.3.1. Data Collection Tools Used
The primary method of data collection will be personal interviews 
conducted by the researcher. Some of the interview schedule will be 
open-ended questions, and some of the questions will require the 
respondent to identify a specific category of response, i.e. structured 
interviews. Few questions for the chief executives and controllers 
are in a type of questionnaire. The interviewer should have a very 
short discussion on their replies, to make sure that they understand 
the question. For the structured part of the interview, an open-ended 
answer opportunity will be available to the respondent, before he 
identifies a specific category of response, it was hoped that the 
advantages of these tools could be obtained without some of their 
disadvantages, it was expected that misunderstanding of the questionnaire 
items would be reduced to a minimum because of the discussion the 
interviewer have on them with the respondents.
The interview schedule is based on ones used by Khandwalla (1977), 
Colson (1980), Kordi (1979), and Sathe (1982).
The interview guidelines will contain both quantitative and 
qualitative sections. In some areas, the researcher'c-objective is to 
measure the respondents! opinions quantitatively, some parts were open- 
ended, providing largely for qualitative comments.
3.3.2. Persons Participating
The study is limited to top level executives only, i.e. cheif 
executives and head of the different functions. For this type of study
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it is not the ideal choice. The appropriate choice is the dominant 
coalition in the organization. But this has been the choice because,
(a) to tell who is the dominant coalition by 
itself needs a separate thesis, and
(b) in Sudan we expect only people at the top, 
to have a say in designing and using of 
management accounting system.
A different guideline will be used for:-
(1) chief executives,
(2) controllers, and
(3) production and marketing managers.
All the interviews (32) were conducted by the researcher himself, 
in the time betv/een November 1982 and March 1983. The time necessary 
to answer all questions for interview guidelines and discussion of 
the questionnaire varied from one firm to another. It ranged from 
10-20 hours per company.
3.3.3. Contents of Interview Guidelines and Questionnaire
Data have been collected for all variables included in the model. 
A separate questionnaire and interview guidelines have been prepared 
for chief executives and financial controllers. Also separate inter­
view guideline is prepared for production managers and sales managers.
(1) Chief Executives:-
Two methods of data collection are used to get information from 
the chief executives, a questionnaire and an interview.
(a) Questionnaire:-
A questionnaire consisted of five questions (see Appendix 
B) were handed to the chief executives to answer them and
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have an appointment to discuss them together with 
the interview guidelines. The questions in the 
questionnaire related to different variables in 
the model. Question number (1) and (2) are related 
to organizational characteristic variables namely 
the size of the organization and the power different 
departments have got within the organization. Question 
number (3) is related to the importance of external 
environmental factors, to pinpoint what external 
environmental factors affect management control and 
decision making practices. Questions (4) and (5) 
are related to the role of accounting, and non­
accounting information systems on controlling the 
activities of the organizations, and the role the 
controller has got in internal decision making.
(b) Interview Guidelines
Question (1) is related to the management style. The 
chief executives were asked to give their opinions 
about the management style in their companies. The 
scales referred to in the operationalization of 
variables in chapter (2) are used for this purpose.
Question (2) - (6), (10) and (11) asked about the 
factual information about the organization, namely, the 
history, organization chart, have they got manual of 
procedures, job descriptions and written policies, degree 
of centralization, autonomy and interdependence.
Question (7) is related to the success indicator, and 
the role of the controller in achieving such scucess.
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Questions (8) and (9) are related to the rate of 
change in key success factors, and their influence 
in the role of the financial controller.
Question (13) is related to how they achieve 
coordination in their organizations, and the cole 
of the financial controllers department in that.
Question (14) is related to whether they have got 
frequent informal contacts with senior staff in the 
financial controllers department.
Question (15) asked the chief executives if they 
have any financial background, to pinpoint their 
financial analysis ability. This is related to 
management education.
Question (16) asked the chief executives about their 
opinions of the importance of accounting information, 
and for what purposes is it important and why. This 
related to management's attitudes towards accounting.
(2) Controllers;- 
Also two methods of data collection were used to get information 
from the financial controller, a questionnaire and an interview.
(a) Questionnaire
A questionnaire consisted of thirty questions (see 
Appendix B) were handed to controllers to answer 
them and to h: vr; an appcintmenc todiscuss them along 
with the interview guidelines. The questionnaire is
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related to the accounting techniques in use in 
Sudanese Textile Industry, namely budgeting and 
cost accounting techniques, the existence of 
internal audit department and its objectives, and 
the use of computers in record-keeping and 
reporting.
(b) Interview Guidelines;-
Question (1) - (3) and (13) asked about factual data 
about the accounting department, namely, number of 
employees, how they are organized, their qualifications 
and experience, have they got manual of procedures, and 
how many accountants have been transferred to positions 
in operations, marketing and general management. The 
first three relates to the characteristics of the 
accounting function, and the fourth to management 
philosophy and orientation.
Question (4) is related to the influence different bodies 
and practices have got in the designing of their company's 
accounting system.
Question (5) is asking the opinion of the interviewees 
about the proportion of time spent on different activities 
by the accounting department staff.
Question (6) is similar to question (5) in the chief 
executives questionnaire.
Questions (7) - (9) are related to the opinion of the 
financial controller about what the managers in their
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companies think of accounting, to what extent they 
depend on it in their management approach, and what 
factors affect that. This is related to the manage­
ment's attitudes towards accounting and factors 
affecting them.
Questions (10) - (12) are related to the current and 
future problem the company facing or will face, and 
what the role of the controller in that; and if 
changes in the controllership has taken place or 
would take place in the future (expected).
Question (14) related to the internal audit department 
and its relationship with the controllership function.
(3) Production Managers and Marketing managers 
Nine questions were used as interview guidelines for 
production and marketing managers. Two questions are 
structured and seven are open-ended questions.
Question (1) related to the degree of importance they 
attached to different control systems (accounting and 
non-accounting) in evaluation of performance of their 
subordinate, the consideration of departmental affective­
ness and decision making.
Question (2) is related to their opinion about the degree 
of power different departments have got in making major 
decisions in the organization.
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Question (3) is related to the changes which have taken 
places in the controller's influence on management, and 
their reasons; if any.
Questions (4), (5), (8) and (9) are related to the role 
of the controller in solving their departments (prod­
uction and marketing) problems; and to what extent they 
think accounting information is important for them in 
performing their tasks successfully, and what factors 
affect that; and what kind of accounting information 
they are not receiving at the time being, they would 
like to be supplied with. This is related to their 
need and use of accounting information.
Question (6) is related to whether they have got 
informal contacts with people in the accounting 
department.
Question (7) is asking if they have got financial 
background.
3.4. Data Analysis
With a research design such as the one used in this study, inferences 
about causal relations among variables could not be drawn. It is almost 
impossible to determine conclusively from this design whether the 
association between two variables, X and Y, is attributable to the 
fact that X causes Y, Y causes X, or whether X and Y are caused by some 
third variable Z Because of this difficulty we only consider in our 
analysis of data the association between different pairs of variables 
shown in the model. The concentration of analysis is on the major area
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of interest, i.e. the sophistication of management accounting.system 
and its use in internal decision making and control, and their 
association with other variables in the model, namely, managerial, 
organizational and environmental. Although the model of this study 
is a totally interactive model, this nature of the model has not really 
come out clearly in the analysis of the data collected and this is a 
limitation of the study. Nevertheless, many interesting and important 
insights have been obtained as will be seen in the analysis of the 
data obtained in the Empirical study as presented in chapters 4 - 1 0 .
3.5. The Structure of The Thesis
The thesis is presented in four identifiable parts.
The first part of the thesis (chapters 1, 2 and 3) is now complete 
and contains background characteristics of the research. First along 
with a general overview of the literature of management accounting in 
developing countries, the research theme was developed in chapter (1).
Chapter (2) reviewed models of comparative management, from those
developed a model for this study together with definitions and 
operationalization of variables. In chapter (3), the research design, 
methodology and tools were presented.
It was argued in chapter (1) that there have been no studies of
management accounting and its use in the Sudanese industries. The 
shortage of literature led to a need to include a descriptive part 
in the thesis (Part Two). Since the main objective of the thesis is 
to investigate the factors that have got a relationship with the level 
of sophistication of management accounting and its use and the use 
of other information systems in decision making and control in developing
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countries, with special reference to the Sudan, it was believed that 
it is necessary first to know about the level of sophistication of 
management accounting and the role of accounting and other information 
systems in decision making and control. The chapters of this part 
will concentrate on presenting detailed descriptions of the differences 
and similarities in management accounting techniques, the role of the 
accounting function and other control systems in managing the 
companies, between different companies (public and private and 
companies within one sector).
The part starts in chapter (4) by providing description of the 
budgeting techniques used, cost accounting techniques used, the 
existence of internal audit department and its objectives and the 
use of computers in book-keeping and reporting in Sudanese Cotton 
Textile Industry. Chapter (5) focuses on the role accounting and 
accountants play in internal decision making and control. Chapter (6) 
focuses on the role and the degree of importance attached to non­
accounting information systems in internal decision making and control. 
Having assessed differences and similarities between companies, 
especially private and public, the thesis will then turn to the 
explanation of differences in Part Three.
Part Three is concerned with the relationships between the 
variables presented in the model in chapter (2). Chapters 7 - 1 0  will 
attempt to relate the associations between the sophistication of the 
management accounting systems, the role of accounting and accountants 
in internal decision making and control, and the importance of non­
accounting control systems in internal decision making and control in 
one hand and environmental, organization, accounting function
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characteristics and managerial factors on the other hand.
Part Four will summarize the main findings of the thesis, along 
with limitations of the study and implications for future research.
PART TWO : ACCOUNTING AND MANAGEMENT CONTROL SYSTEMS
- 67 - 
Chapter 4
Management Accounting Technology ; An Identification of 
The State of the Art In The Sudanese Cotton 
Textile Industry
4.1. Introduction
This chapter will be concerned about the quality of management 
accounting information system in nine of the cotton textile companies 
in the Sudan, and it will be examined in the light of Western (UK and 
USA) accounting literature. The analysis will concentrate on data 
collected by questionnaires concerning certain characteristics of annual 
budgeting systems and cost accounting techniques utilized in the 
organizations surveyed. The main interest is to identify the scale of 
efforts which has been made to apply budgeting and advanced cost 
accounting techniques in Sudanese textile industry. This chapter will 
give a description of the state of the art only. No attempt will be 
made to explain why the differences occur as the reasons for 
differences will be dealt with in a later part of the thesis. (See
the various chapters in part three).
4.2. Short-Range Planning Techniques
The main technique of short-range planning in accounting is the
annual budget system. A budget is a summary statement of plans expressed
in quantitative terms. Hopwood (1974) argued,
"Budgeting now occupies a central position in 
the design and operation of most management 
accounting systems... regardless of the type 
of organization, the nature of its problems... 
the preparation of a quantitative statement 
of expectations... tend to be seen as... 
essential".
Table 4.1 shows that all the companies surveyed prepare short- 
range plans (budgets) for a time period of one year. With the exception 
of one public sector company, which prepares only a profit budget, all
- 68 -
the others set up budgets for almost all major subunits such as sales, 
production etc. Nine firms prepare profit budgets; eight prepare sales, 
production and cash budgets; six prepare selling and administrative 
budgets; and four prepare capital expenditure budgets. No company in 
the public sector prepare all types of budgets, whereas three in the 
private sector prepare all types of budgets. Five of the surveyed 
companies do not prepare capital expenditures budgets (two in the 
private sector and three in the public sector); three companies do not 
prepare selling and administrative expenses budgets. Hence, capital 
expenditure and selling and administrative expenses budgets are the 
least prepared budgets in the Sudanese textile industry.



















Company 1 y y - y y y
Company 2 - - - - - y
Company 3 J y - y y y
Private Sector
Company 1 y y - - y y
Company 2 y y ✓ y y y
Company 3 y y y y y
Company 4 y y - y y y
Company 5 y y y - y y
Company 6 y y y y y y
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4.2.1. Sales Budget
With the exception of one public sector company, all the other 
companies surveyed prepare a sales budget.
In accounting literature (in basic text books of cost accounting) 
the sales forecast represents the basic planning document of most 
firms and is the key to the internal planning of finances, facilities 
and personnel. However, because of the dominance of sellers' market 
in the Sudan, (see later in this chapter) the starting point for the 
budgets are manufacturing schedules (production budget) i.e. budgets 
are firmly geared to the manufacturing activities. But in companies 
which are producing yarn (2 companies) for export, most of the budget 
efforts are applied to making an accurate sales forecast. In such 
cases, the budgets are linked to the sales.
Hence, the sales budget for the companies which produce for the
local market depends mainly on expected production capacity as is
shown in table 4.2. In other words production capacity is the 'key
factor' in budgeting preparation : this is rarely so in Western
companies and immediately suggests a different orientation for internal
control systems in developing countries. One of the financial
controllers in the private sector argued,
"We depend on production capacity in the first place 
to make sales estimates... We first determine our 
expected production capacity, and then decide what 
to produce according to the market's demand... All 
the production is sold".
Other bases for sales estimates used are past sales figures and 
experience and in few cases market surveys and economic indicators.
With the exception of two companies all use bases other than expected 
production capacity as supplementary information in budgeting sales, 
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production capacity as the dominant guideline because the 
market can usually absorb all that can be produced.
All the companies using a sales budget classify sales in sales 
budget by products. Other forms of analysis (e.g. by region) have no 
importance, because of the market conditions and the nature of the 
sales department operations. The companies which produce for local 
market consumption deal directly with wholesalers in their region, 
and normally their orders are greater than the production capacity.
Only one company has reported the use of a break down of sales over 
different market in the sales budget. This company has the opportunity 
to sell part of its yarn locally, as well as exporting it; and hence, 
they are classifying the sales budget into those sold locally and 
abroad.
4.2.2. Production Budget
As mentioned before the main emphasis in the budgeting process 
is on the production budget rather than sales budget.
All the companies surveyed prepare production budgets as shown in 
table 4.3.
The most used bases for estimating production,as indicated by 
controllers, and shown in table 4.3, are technical studies by 
engineers (to derive physical relationships between certain inputs and 
outputs) : five companies use this basis. The other bases frequently 
in use are market and economic studies i.e. features of environment 
which affect capacity (see later in this chapter) and experience.
Past figures adjusted have been found in use only in two companies.
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Company 1 y y
Company 2 - - - - -
Company 3 y — — — —
Private Sector
Company 1 - - y - -
Company 2 - y y - y
Company 3 y y - - -
Company 4 y y - y -
Company 5 y - - y -
Company 6 y — y —
One of the controllers referred to an estimation base which was not 
mentioned in the questionnaire, that is full production capacity. This 
again focuses attention on a very important factor in the operation, 
and not just the budgeting, of the Sudanese textile industry, i.e. 
capacity utilization (this point will be investigated in more depth 
in a later part of the thesis (chapter 10)). It seems,however, that 
the controllers who mentioned technical studies are mainly those who 
do not know what is happening in the production department, when they 
prepare their production schedules. One of them commented,
"We use technical studies by engineers to determine 
budget estimates, because we have no marketing 
problem".
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It is apparent from this comment that, because of the existence of a 
sellers' market the starting point for the budget is the production 
schedules prepared by the engineers in the production department. It 
appears to some of the controllers that the engineers will make 
technical studies to make production schedules. But, from the inter­
views made with the people in the production department, one could 
see that their main concern is increasing the capacity utilization.
They know quite well the full capacity of their factories, and the 
main obstacles hindering its achievement. They are trying to remove 
the main obstacles, and pave the way to full capacity utilization.
When they prepare the production budgets, they are mainly concerned 
with how many obstacles they could remove, and hence, what level of 
capacity available they would be able to utilize; and they are not 
making technical studies (to determine what product mix they could 
produce) to make production schedules as it appears to some of the 
controllers, or perhaps this is what controllers interprets as technical 
studies. One of the controllers argued,
"Technical studies by engineers is used to 
determine the quantity and the count of yarn, 
which we should produce".
Also of considerable importance in predicting the level of activity 
in more precise terms the forecast of general economic conditions. The 
general economic conditions e.g. the availability of electricity supply, 
and availability of hard currency for purchase of spare parts etc., 
affect the performance of the organization to a very great extent, 
especially its level of capacity utilization.
Seven of the eight companies using production budgets, prepare 
detailed estimates for direct material (cost and quantity), and direct 
labour cost; and direct labour quantity, and five prepare factory
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overhead budgets, as is shov/n in table 4.4.
Table 4.4 Production Budget ; Estimates for Different Items
Items














4.2.3. Frequency of Preparing Sales and Production Budgets
Only one company in the private sector produces an annual sales 
and production budget with a monthly revision. Three companies revise 
annual sales and production budgets quarterly, and two do not revise 
the annual estimates at all. The two public sector companies, which 
prepare sales budgets, prepare them only annually, and do not revise 
them at all. One of the public sector firms revises the annual production 
budget monthly, and the other two do not revise it at all (see table 4.5),
In most cases the public sector firms follow the government
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practice in preparing budgets, explained by the chief accountant
of one of these firms,
"We usually prepare annual budgets, but it's 
just like the government budgets, it 
consists of three chapters".
This statement shows that they are not only following the 
government practice in the frequency of budget preparation, but also 
in the format in which the budgets are presented. The preparation of 
sales budgets, production budgets etc. seem to be a transitional stage 
for the preparation of the master budgets as required by the govern­
ment bodies (Ministry of Finance), i.e. they are meant to be forecasts 
enabling the construction of budgeted revenues and expenditure at 
State level rather than the basis of control reports on each type 
of physical activity. These budget forecasts are primarily to enable 
the government to form objectives for the firm in production and 
expenditures terms.
Alim et al, (1978) in a consultancy study to evaluate public
sectors accounting and practices in the Sudarv found that the main
objective of a budget as perceived by top management (especially at
the corporation level) is expenditure control. A comparison of the
actual with the annual budgetary proposal is made at year end to
determine if budgetary limits have been exceeded. One of the controllers
of the public sector firms commented,
"The control reports are made for budget 
purposes, i.e. to see that we have not 
exceeded the budgeted amount unless we 
have the approval of higher responsible 
authorities (Ministry of Finance)".
However, the budget use as a control device for the managers within 
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4.2.4. Flexible Budgets
Only four firms from the surveyed companies prepare a flexible 
budget for material costs. Three prepare one for labour costs and two 
for selling expenses. Surprisingly none of them use it for factory 
overhead expenses (see table 4.6.).








Company 1 - - - -
Company 2 - - - -
Company 3 — — — —
Private Sector
Company 1 / - - -
Company 2 / / y -
Company 3 / y y -
Company 4 - - - -
Company 5 / y - -
Company 6 — — — -
All the firms which prepare flexible budgets are private sector 
companies. Not surprisingly the three public sector companies do not 
prepare flexible budgets. In these firms, as we have argued before in 
this chapter, they prepare budgets primarily in order to make a forecast 
of what would most probably take place over the next year. The concept 
of flexible budgets which enables one to compare actual costs with what 
should have been for the level of activity actually achieved is not
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needed for such simple point estimating. It might be noted, however, 
that the government forward planning might be improved by allowing a 
variation in the estimates for budgeting regarding production and/or 
sales levels and then the flexible budgeting concept would be useful 
for forecasting. Moreover, even private sector firms which are using 
flexible budgets, do not use flexible budgets for factory overhead, 
where it could perhaps make its greatest contribution, as will be 
seen later in this chapter.
4.2.5. Capital Expenditure Budgets
When discussing subjects concerned with capital budgeting, we 
should exclude government owned firms, because they have not got the 
power to take such decisions; major investments are called development 
projects.
Feasibility studies of these are usually performed by expatriates 
from the West through the textile corporation and the Ministry of 
Planning. So capital budgeting is the concern of higher authorities. 
Hence, systematic formal thinking concerning prospective investment does 
not exist within these organizations - one of the controllers of the 
public sector firms commented,
"The studies and decisions concerned with proposed 
capital projects and their evaluation, until 
now was the responsibility of the textile cor­
poration, to which this operating unit is 
attached".
In the private sector, capital budgeting in most cases (four 
companies) is an area which is strictly the concern of the owner of 
the business. The managers are responsible only for running a specific 
operating unit. In two firms where controllers knew that major 
capital expenditure decisions had been taken by their firm's ov/ner.
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they also knew that an outside consultant was commissioned to undertake 
the analysis.
Two firms reported that they did not use capital budgets : 
either they were not aware of their owners' capital expenditures 
decisions, or no major investment had taken place while they were in 
the organization. One of the controllers of these companies 
commented,
"There are no capital projects".
the other commented,
"There have been no proposed projects 
until now".
















Company 1 - - - - -
Company 2 - - - - -
Company 3 - - - - -
Private Sector
Company 1 - - y - -
Company 2 - - y - -
Company 3 - - - - -
Company 4 - - - - -
Company 5 - - - - y
Company 6 - - - - y
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Only two companies prepare formal evaluation for capital 
projects (see table 4.7). Even so the assessment of project 
profitabilityv/as undertaken using only the accounting rate of return, 
the other evaluation techniques, like NPV,payback and IRR (which take 
into consideration the timining of neL income) are not in use.
Also no firm said that explicit account for risks inherent in 
capital projects is made.
4.2.6. Profit Budgeting
The interviews disclosed that all nine companies surveyed prepare & 
short-term projected income statement, and eight set up budgeted 
balance sheets. All those companies which prepare projected income 
statements and balance sheets, prepare them for the whole company. Two 
companies also prepare profit budgets for the company's individual 
products, and two for individual departments. See table 4.8 (a)
For the companies surveyed, the public sector firms again prepare 
profit budget only on an annual basis. For the private sector companies 
there is no one pattern, one company revises annual profit budget 
monthly. It worth mentioning that it is the same company which 
prepare sales and production budget in the same pattern. One company 
revises annual profit budget quarterly, while the other four prepare it 
only annually, see table 4.8 (b).
Among the useful techniques for planning appropriate profit 
strategies are break-even analysis and profit-volume analysis. They 
are means of learning how profits (revenues and costs) behave in 
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Table 4.8(b) Profit Budget : Rreguency
V. Frequency of 
^vProf it 
^\Budget






Company 2 y - - -
Company 3 y — — —
Private Sector
I Company 1 y y - -
Company 2 y - - -
Company 3 /^ - - -
Company 4 \/ - - -
Company 5 \/ y y -
Company 6 y —
primarily concerned with possible outcomes of various business decisions 
contemplated by management. Table 4.9 shows that four companies in 
the private sector are using break-even analysis, and three of the 
four also use profit volume analysis. No company in the public 
sector uses break-even analysis or profit-volume analysis.
4.3 Cost Accounting "lystem
A cost accounting system is a method of developing cost information 
within the framework of general ledger accounts.
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Table 4.9. Break-Even Analysis and Profil-Volume Analysis, and Cost
Accounting System ; Their Uses
\ U s e s  of Break-Evei 
^ v ^ d  Profit- 
^ v ^ l u m e  Anal 
^ v a n d  cos

















Company 2 - - y
Company 3 -
1 Company 4 - - -
Company 5 n/ y V
Company 6 y —
Six companies of the surveyed companies have got established cost 
accounting systems. Three have not got product cost accounting systems, 
Two companies which have not got cost accounting systems are from the 
three government owned firms. The third government firm in our sample 
is applying the Arab League uniform cost accounting system, but this 
is not yet in full operation. Four companies in the private sector 
have got an established cost accounting system in full operation, and 
the fifth one has designed a system for use but not implemented it yet 
due to recruitment difficulties (see table 4.9.).
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4.3.1. Standard Costing Systems
Cost accounting serves two important objectives:-
(1) determination of product costs, and
(2) controlling the cost of business operations.
For the cost accounting system to serve the second objective as
well as the first one, it is common in Western Manufacturing companies
to introduce cost standards. By comparing standards with actual costs, 
management finds a basis for controlling costs and planning future 
operations.
All the five companies which have got cost accounting systems do 
have some aspects of standard costing in their systems. All five 
companies have got standards for material cost. Two have developed 
labour cost and quantity standards, three material quantity standards, 
and four standard allocation rates for overhead expenses.
No firm has got standards for all the basic elements of cost, see
table 4.10. Controllers of the five companies reported that the 
objectives sought from using the standard costing systems are:-
(1) for control purposes
(2) for decision making purposes, and
(3) for measure of performance.
(The researcher has explained these categories to respondents).
Four of them use standard costing for all these purposes. Moreover, 
two of them stated that one of the objectives of the introduction of the 
standard costing system is to facilitate the development of sound 
budgets, see table 4.11. Surprisingly one of the public sector companies
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Table 4.10. Standard Costing ; Items subject to regular standard 
costing reports;
\iterns  subject 
standard Material Labour Factory Selling





Company 1 y y - y y y
Company 2 - - - - - -
Company 3
“
— — — — —
Private Sector
Company 1 y y v/ - y -
Company 2 y - - - y y
Company 3 y - - - - -
Company 4 - - - - - -
! Company 5 y y y y y -
Company 6 — — — — —
is amongst these two, and one private sector company reported the purpose 
of standard costing system to be for performance measurement purposes 
only.
Among the companies which have a standard costing system, the 
accounting departments and the managers responsible for the production 
activities seems to be the most often involved in standard setting.
Five firms mentioned that the accounting department is one of those 
that participate in standard setting. In four firms the manager 
responsible for the activity is one of those who participates in standards'
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Company 1 / y -
Company 2 / y y -
Company 3 - - y -
Company 4 - - - -
Company 5 y y y
Company 6 —
setting. Others are the industrial engineers (two companies) and 
standard department (one company). One company has added the production 
manager to the list prepared by the interviewer (see table 4.12).
4.3.2. Analysis of Cost Behaviour
An important first step in break-even analysis and profit-volume 
analysis is to know how cost behave in response to changes in the level
of activity. This form of analysis is also valuable in planning and
control.
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of interest to the five firms in the private sector, see table 4.13.
All of them identified the variable and fixed portion for factory overhead 
and selling expenses. Arbitrary analysis based on experience and 
graphic analyses are the criteria generally applied to differentiate 
among cost patterns. Although the same information used for profit 
volume analysis can be transformed to become the flexible budgets, all 
companies do not do that. This may be mainly due to the fact that they 
are interested in using this information for planning purposes and 
not for managerial control purposes. No company uses industrial 
engineering studies.
In determining cost behaviour, all the companies which recorded 
the use of break-even analysis, reported the practice of breaking 
down manufacturing overhead into variable and fixed categories. No 
company in the public sector distinguishes between variable and fixed 
portions of production and sales costs and expenses.
4.4. Control Techniques
4.4.1. Separation of Controllable and Uncontrollable Costs
Controllable and uncontrollable cost identification is a very
important aspect of accounting for control, because it is very
important for relating costs to managerial responsibilities (i.e.
responsibility accounting). Horngren (1972) worte:
"..the concept of controllable cost is a 
critical underpinning of the ideas of 
responsibility accounting".
Inquiries in this research revealed that only two companies interviewed
has adopted this cost differentiation technique. In one of these
companies, however, there is an informal arbitrary identification
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"Because of environmental factors, the 
cost which are supposed to be controllable 
costs could be uncontrollable, because 
external factors play a major role in 
determining costs. Hence, we evaluate the 
performance of the employees from 75% of 
their efficiency to cater for the un­
controllable bit of the cost".
The three government firms fall under the category of those firms, which
do not differentiate between controllable and uncontrollable costs.
4.4.2. Control Reports
A prime function of the feedback mechanism of a dynamic internal 
control system is the pinpointing of favourable and unfavourable 
deviations from standard measures of performance. Control reports are 
the formal means by which feedback signals irregularities to manage­
ment .
Collected data concerning the types of control reports prepared 
in the enterprises surveyed appear on table 4.14.
The table shows that eight companies prepare sales, production, 
profit,overhead, general and administrative expenses control reports. 
Seven prepare selling expenses, cash and material control reports.
Five firms prepare capital expenditure and labour control reports, 
which compare actual with budget.
All companies prepare part or all of the control reports. The 
control reports that are ignored by more than 30% or more of the 
companies surveyed, are labour, and capital expenditure control reports, 
this may be due to the fact that labour costs are uncontrollable by 



































makes labour a fixed cost. The capital expenditure control report 
has no significance if the company's managers do not make the decision 
in the first place, and this is the case in the firms that do not 
prepare these reports (see earlier sections of this chapter).
Timeliness is also one of the most important properties of 
effective control reports. If the report does not reach the manager 
when he needs it, it will be useless.
Table 4.15 shov/s the frequency of the control reports in the 
companies surveyed and producing them. As is clear from the table, 
the production report is the one most frequently produced. Tv;o com­
panies said they had a daily reporting procedure and four companies 
monthly reporting of production control reports. Also frequently 
produced are cash and material control reports, which are reported 
to be made by one company weekly and by four monthly. This is not 
surprising, however, while it was argued before the emphasis on 
budgeting in Sudanese textile industry is on production planning and 
control.
Another area which causes a lot of troubles is cash, because of 
the liquidity problems faced by companies in the Sudan.
4.4.3. Standard Cost Variances
Standard cost variance operating statements are considered in 
accounting literature to be one of the very important accounting control 
reports. In the first section of this chapter it was mentioned that 
only five firms established standard cost systems for part or most of 
the business activities. Thus, it is not a surprise that only four 
firms reported the use of standard cost variances. The fifth company 
said it did not prepare variances because of shortages of accounting
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Table 4.15. Frequency of Control Reports
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(6) General and 
administration 
expenses which 
compare actual with 
budget 4 1 1 2
(7) Cash report 
which compare actual 
with budget 1 4 2
(8) Capital 
expenditure report 
which compare actual 
with budget 3 1 1
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(9) Material report 
which compare actual 











(10) Labour report 
which compare actual 
with budget
(11) Others
staff. Four firms reported to use material (price and quantity) 
variances, three firms use labour (rate and efficiency) variances; 
and four use overhead (spending) variances. However, only two firms 
reported to be in use of overhead efficiency and budget variances, 
and one firm only use overhead volume variance see table 4.16. 
Although, the failure of some companies to subdivide the variable 
overhead variance beyond the budget variance stage, and fixed overhead 
variance beyond spending variance stage, simplifies reports, it does 
not yield as much information.
Since only two companies from the firms participated in this 
study have developed a flexible budget system, we should expect to 
find not more than two companies preparing overhead volume analysis.
The only firm which has reported to be in use of standard costing 
system and does not prepare control reports (variance analysis), is 
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The controllers were asked about the nature of the analysis that 
is usually made on the arithmetic calculation of standard cost 
variances. Four controllers reported that written explanations which 
indicate the nature and cause of the variances is normally required 
and communicated to superiors and to the responsible parties. These 
are thought to be extremely important, because they have a total of 
nineteen points out of a maximum of twenty i.e. all the four companies 
put a great degree of concentration on this investigation. Three 
controllers reported that written explanation which identify the 
persons responsible, and the required corrective actions are normally 
produced in their companies. These are thought to have on average 
a moderate importance as identified by the points system used to 
assess the importance of each type of report. Another explanation of 
variances have been reported by two controllers to have a less than 
moderate importance on average (has got a total of five out of a 
maximum of 10), that is, the explanation of interdependence among 
variances. See table 4.17.
Three companies have stressed the role of the nature and cause of 
variances; only one company concentrated the analysis in the required 
corrective actions. The intensity of investigation in the company, 
which concentrates in the required corrective actions seems to be 
more than in the other companies. In the second place, comes the 
company which give a moderate degree of concentration on the required 
corrective actions. The third one in the intensity of investigation 
is the one which givea less than moderate degree of concentration on 
the required corrective actions. The one with the least intensity of 
variances investigations, is the company which does notinvestigate the 
required corrective actions. Hence, one could argue that there is a 
































concentration on the required corrective actions. Somebody may counter 
argue that this is a statement of the obvious, since when we are 
interested in the required corrective actions, we need to know more 
about the variances before we could be able to know what is the 
required corrective actions. However, here is evidence for the existence 
of this relationship; also we could argue that it is always easy to 
state the obvious, but it is not always easy to prove it.
One company which has pointed out that they concentrate on written 
explanations with different degree of emphasis on investigation, it also 
mentioned that it uses oral explanation in addition to the written 
explanation, and the controller has given a less than moderate 
importance to this method.
4.5. Measurement of Profitability
All firms surveyed have got a formal measure of profitability.
Only one controller said that they use ROl for measuring profitability 
of their organization. Residual income as used in this section is not 
actually residual income, but is a very good approximation to it. The 
leverage of some of the private sector companies in Sudan is very 
high. When they calculate profit, they deduct interest on loans before 
they reach the bottom line. Therefore, although they do not calculate 
and deduct interest on equity, their income figure is still a good 
approximation to residual income. Residual income as defined above is 
reported to be in use in five of the firms alone or together with 
absolute amount of profit (profit before interest on capital). The 
absolute amount of profit reported to be in use in four firms.
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4.6. Internal Audit Department
Internal auditing is an important element of internal control in- 
organizations. Internal auditors are professional-level employees 
with the responsibility of investigating throughout the company, both 
operational efficiency and compliance with established policies in all 
parts of the organization, as well as the protection of company's 
assets and the reliability of accounting and financial reports.
Five of the firms participated in this study reported that they 
have got an internal audit department. Two of these five are 
government owned firms. Hov/ever, in one of them the chief accountant 
said that
"There is no separate internal audit department 
for our firm, but internal auditing is done 
by a team from the headquarters(the textile 
corporation). But the team has visited once 
only in the previous five years (since the 
factory is in operation)".
The third government company in the sample said that their 
internal audit department will be established in the very near future 
(company 3), and the degree of importance of different objectives for 
the department are the expected not the actual ones.
All the five firms had agreed that two of the objectives (the main 
ones) of the internal audit department are to safeguard the company's 
assets, and check the accuracy and reliability of the accounting data 
and records. Only three firms mentioned the promotion of operational 
efficiency and the encouragement of adherence to managerial policies 
of the company and these placed relatively lov/ emphasis on these 
objectives, see table 4.18. Hence, the major objective of the internal 
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In the public sector firms, one stated that the internal audit 
department reports to the president, and headquaters. The second one 
report that the internal audit department reports to the financial 
manager. In the private sector, the three companies reported that 
the internal audit department reports to the president only.
4.7. Financial Activities Performed on a Computer
Only two firms from those who participated in this study use the 
computer for performing financial activities. Both of them are from 
the private sector. Both of them reported the use of the computer for 
payroll, cost accounting and general ledger. Only one of them use it 
for billing and redevables, disbursement and payables and inventory. 
No company is utilizing the computer facility for budget accounts and 
internal audit. However, a third company in the private sector are 
on their way to installing a computer. They are proposing to use it 
in all the mentioned activities, and also proposing it to print out 
automatically4round 30% of the standardized reports currently produced 
by the company for internal purposes. The two firms now utilizing 
the computer for financial activities are using it to print out 
automatically around 40% of the standardized reports currently produced 
by the company for internal purposes.
Summary of This Chapter's Findings
All of the firms surveyed prepare annual budgets. With the 
exception of one public sector company, which prepares a profit budget 
only, all the others prepare three or more budgets in addition to the 
production budget. The least popular budgets in Sudanese textile 
industry are capital expenditure budgets and selling and administrative 
expenses budgets. The reason for the lower popularity for capital
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expenditure is that the capital investment decisions are made outside 
the operating units; selling and administrative expenses may not be a 
sum which deserves a separate budget, and so it is dealt with as a 
part of profit budget.
With the exception of firms producing yarn for export, the budgets 
of the other companies are firmly geared to the manufacturing activities, 
due to the existence of sellers' market.
The dominant key factor in preparing budget estimates is expected 
production capacity, but other bases are also reported to be in use, 
but they seem to have only a minor importance. The main breakdown of 
the sales budget is by product. Other methods have got no importance.
The reason for these maybe the market conditions and the nature of the 
sales department operations. The main bases used for production budget 
estimates is reported to be technical studies by engineers. But this 
maybe because controllers do not know what is happening in the 
production department. The main bases seems to be full production 
capacity, this is due to the environmental problems facing the industry.
Although the practices in the public and private sector companies 
vary from company to company, a comparison will highlight the differences 
in the degree of sophistication and comprehensiveness of budgeting 
practices. Generally speaking the budgets produced by the private 
sector companies seem to be more comprehensive and sophisticated than 
the budgets prepared in the public sector firms.
(1) No company in the public sector produces all types of 
budgets, while 50% of the private sector companies 
surveyed in this study do prepare all types of budgets
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reviewed.
(2) Only one company in the public sector reported the use of 
economic studies for production estimation, while 50% of 
the private sector companies use this method.
(3) Only one company in the public sector prepare a detailed 
estimates for all production items, while ^ of the private 
sector companies surveyed prepare such an estimate.
(4) While the budgets are prepared annually in the 
public sector, five out of six of the private sector
companies prepare them quarterly.
(5) No public sector company prepares flexible budgets, while 
h of the private sector companies prepare flexible 
budgets.
The main reason for the differences seems to be that the companies 
in the public sector are following the practice of the government 
departments,which are not naturally focussed towards commercial 
practice.
Five of the private sector companies have got a cost accounting 
system, while, only one of the public sector companies reported to 
be in use of cost accounting system. However, the system is more 
sophisticated in the private sector
(1) With the exception of one company in the private sector, 
all the companies which have got a cost accounting system.
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have got a standard costing system.
(2) All the private sector companies identify variable
from fixed costs, and they do that for factory overhead auA 
The main techniques used to determine 
cost behaviour are experience and graphic analysis, which 
are reported to be in use with others in three companies. 
VJhile no company in the public sector report the 
determination of cost behaviour.
(3) No public sector company reports the differentiation 
between controllable and uncontrollable costs. While
in the private sector two companies reported the differ­
entiation between controllable and uncontrollable costs. 
However, only one of them make this differentiation 
formally.
(4) No company in the public sector prepares all control reports, 
while 50% of the private sector companies surveyed prepare 
all reports.
(5) No company in the public sector prepare cost variances, 
while % of firms surveyed in the private sector prepare 
different combinations of variances. However, a
very sophisticated variance analysis is found only in 
one company. The other companies do not prepare the 
very important efficiency variances and overhead volume 
variance, which have got important roles to shov/ the 
inefficiency of the factories and to show the cost of
- 106 —
underutilization of capacities. However, the company 
which has got the most sophisticated variance analysis 
has got the most intensive investigation of variances, 
and also concentrating in using it as a control device 
(required corrective action(s)).
(6) N(3\:one of the public sector firms reported to be using
. . either break-even or profit-volume analysis, 
while ^ of the private sector reported to be in use 
of these techniques.
(7) Public sector firms are using absolute profits for 
measure of profitability, while private sector 
companies use tesidual income'and one usesROl.
However, the 'residual income'is not meant to be an 
academic concept of residual income, but it is argued 
that it is a good approximation to it.
(8) No firm from the public sector is using a computer
for financial activities, while ^ of the private sector 
firms use it, and a third one is in the stage of 
having a computer.
Two third of the public sector companies perform the function of 
internal auditing, and in the other ^ it is going to be introduced in 
the very near future. While 50% of the private sector companies have 
not got an internal audit department. However, all the firms seem 
to agree that the main objectives of the internal audit department 
are to safeguard the company's assets and check the accuracy and
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reliability of the accounting data and records,
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Chapter (5)
The Role of Controllership Function
5.1. Introduction
Despite the mass of technical procedures and detailed financial 
reports, management accounting is fundamentally concerned with managerial 
control over organizational members. It is therefore encouraging that 
the accountant's task is increasingly being viewed in terms of the 
contribution which it can make to the overall management of the 
enterprise, rather than in terms of the mere procedures by which he 
tries to achieve his own limited financial objectives (Hopwood 1974).
This chapter will endeavour to give a description of the role of 
the accountants and the accounting function in the Sudanese Textile 
Industry. The chapter will, however, be again totally descriptive, 
no attem.pt will be made to explain why there are some differences 
between the surveyed companies - this will be covered in part three 
of the thesis.
Hopwood (1974) defined the role that accounting can play in the 
management of the organization as,
"..to assist in planning, co-ordinating and 
controlling complex and interrelated activités 
and motivate people at all levels in the 
enterprise to make and implement those decisions 
which will further-organization purposes".
Simon et al (1954) identified three major areas in which accounting 
could contribute to the efficient management of organizations;-
(1) Score-card keeping: Am I doing badly or well?
(2) Attention-directingt^tot problems should I look into?
(3) Problem-solving: of the several ways of doing the job, 
which is the best?
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However, a broader view of the controllership function, and one 
which receives greater recognition in the West, envisages the controller 
going well beyond his report-production tasks and becoming definitely 
involved in management problems and decision making. Sathe (1982) 
argued :-
"Providing information and analysis of high quality 
the service role of the staff as traditionally 
conceived - is of little use if it does not get 
factored into the organizational decision making 
process".
Consequently, the notion of the role of the controller in this 
chapter encompases two areas of investigation-.-
(1) the presentation of information and analysis to aid 
management in planning, controlling and co-ordinating 
their organizations' activities, and
(2) the recommendation of courses of actions to be 
taken and the effective participation and influence 
in the decisions making process in the organization.
A view of the use of accounting information in management of the 
organization can be obtained using the direct approach by using either 
of the two following methods:-
(1) asking the managers about the use or the 
importance that they attach to the different 
accounting devices for managing their organization.
(2) asking the managers about the role of accountants 
and accounting in the different activities, in which 
accounting could play a role.
To obtain information about the actual use managers (chief
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executives, production managers and sales managers) make of accounting 
information, these two methods are used to complement each other. As 
both methods have their limitations, using them together, will increase 
the validity of the information. Moreover, it gives a chance to use 
two different methodologies, i.e., structured and unstructured interviews, 
Again, this is important because it increases the validity of the 
information collected by enabling the researcher to avoid the short­
comings of the individual methods, (see Appendix B - chief executives 
interview guidelines, question (5), (7) (13), production and marketing 
managers interview guidelines, questions(4), (8), and financial 
controllers interview guidelines, questions (6), (8), (10) and (11)).
The next section of the chapter (section 5.2) will be concerned 
with data collected using the first method. That is with the analysis 
of the responses of chief executives, production managers and sales 
managers regarding the degree of importance they currently attach to 
the different accounting devices for managing their organization 
(department), (see Appendix B - chief executives questionnaire - question
(4), chief executives interview guidelines - Question (16) and production 
and marketing managers interview guidelines - question (1)).
The subsequent section (5.3.) of this chapter will then endeavour 
to analyse the responses to structured and open-ended questions put to 
the chief executives, controllers and production and sales managers 






(see appendix B - chief executives interviews guidelines, questions (5)
(7), (13), production and marketing managers interview guidelines, 
questions (4), (8), and financial controllers interview guidelines, 
question (5), (8), (10) and (11)).
5.2. Management Emphasis on Planning and Budgeting
Chief executives'and operating managers (production and sales) 
were asked (question (4) in the chief executives' questionnaire and 
question (1) in the operating managers' interview guideline, see 
Appendix B), to award points from (1) to (5)^^^ to various control 
devices (such as long-range planning, annual budgeting system etc.) 
according to the degree of importance chief executives assigned for 
them for coping with external environmental factors which affect the 
organization's success, and operating managers assigned to them for 
the control over the performance of their subordinates, the consideration 
of departmental effectiveness and decision making.
5.2.1. Chief Executives Views
From Table 5.1, it appears that public sector firms put much 
greater emphasis on the value of the annual budgeting in comparison to 
long range planning and per iodic budget reviews. Long range planning was 
considered to be only of minor importance. Although the chief executive 
of one company said that they attached a great degree of importance to 
long-range planning, they did not practice it at present. When the 
interviewer asked the chief executives how long they had been conducting 
long-range planning exercises, and for what type of activities, the 
answer was,
(D(l)means limited importance, (3) moderate importance and (5) a high 
degree of importance
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"Right now we have not got it formally, but 
we are thinking of introducing it".
However, the answers to these questions have to be interpreted 
with considerable care, because it appears from the interviews 
conducted with chief executives and controllers in the public sector 
that the main role of budgeting is the control of money spending; 
that is, keeping the spending within the budget limits rather than 
providing information for top executives about the state of critical 
factors, for the success of their business.
Table 5.1. Chief Executives Emphasis on Planning and Budgeting in 
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companies give much more emphasis than public sector companies to the 
periodic budget review. In fact greater importance is attached in 
the private sector to periodic reviews than either annual budgeting 
or long-range planning. It is noticeable, however, that nearly all 
the private sector considers long range planning to be more important 
than public sector firms (with the exception of public sector, company 
1).
5.2.2. Operating Managers' Views
(a) Production Managers
From table 5.2., it is clear that two out of three companies feel 
that the annual budgeting system and periodic budget review are both 
quite important for performance evaluation,managing departmental 
effectiveness and decision making.
In the private sector, five out of six companies emphasized the 
importance of budget reviews in evaluating subordinates' performance 
and the annual budgeting system for decision making purposes (see table
5.2.). For other purposes, the annual budgeting system and periodic 
budget review are given different degrees of importance, as shown in 
table 5.2. Generally the budget review for the production managers 
in the private sector is emphasized more than the annual budgeting 
system.
This finding also coincides with the view of chief executives.
It is interesting, however, to note that in the public sector companies 
production managers place greater weight on periodic budget review 
than chief executives (except for company 2) indicating, perhaps, the 
need for production managers to focus on shorter run issues in 
performing their tasks.
- 115 -
Also, with the exception of one firm in the private sector, and 
one in the public sector production managers at all other companies 
whose chief executives regarded the budgeting system to be important 
for control, put moderate or great importance on both annual budgeting 
and budget reviews system for either the evaluation of the performance 
of the subordinates and/or the departmental effectiveness and/or 
decision making. This may bean indication of a relationship between the 
the degree of importance for budgeting as perceived by chief executives 
and production managers. Hence, it appears that in the Sudanese 
textile industry, if the budget has got a moderate or more than 
moderate importance for top management, the production manager will 
emphasize the use of budgeting and budget review in their evaluation 
of the performance of their subordinates and/or their departmental 
effectiveness and/or decision making. This, coincides with what is 
well documented in western accounting literature, namely that if 
any manager knows that his boss pays attention to accounting information 
especially in performance evaluation, he too will pay attention to 
that type of information e.g. Hopwood (1974). Also this might be an 
indication for a uniform management style in the previous companies 
(this point will be stressed more in later part of the thesis. Part 
three, chapter (7)).
(b) Sales Managers' Views
In the public sector two sales managers emphasized the importance 
of the budget and the budget review process for the evaluation of their 
subordinates, but the third one attached practically no importance 
to it. All three firms, however, emphasized the importance of the 
budget and budget review for decision making. Only one company 
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departmental effectiveness. It is of significance that the only one 
who does that is not really a sales manager, but the controller, who 
is also responsible for sales in that firm. One could therefore 
argue that, because he is the controller, he understands accounting 
terms is therefore able to apply it when appraising sales department 
effectiveness. For the other two, it appears that they might use 
data expressed in physical units rather than that measured in monetary 
terms especially in the consideration of their assessment of depart­
mental effectiveness. This may be due to the type of sales department 
activities, which is governed by the environmental factors; or because 
the sales managers may have to take action in terms of physical 
variables, because,in the textile industry,products can be measured 
in physical units for example yard of yarns or fabrics, and the prices 
being determined by the government, or because they may have found it 
easier to make comparison in physical units because this eliminated 
the obscuring effect of price changes (Simon et al 1954). However, 
a greater degree of importance is given to the annual budget and 
budget review in subordinates' performance evaluation and decision 
making. The argument referred to in the previous section that budgeting 
in the public sector is mainly used for money spending control purposes 
also applies in these situations.
In the private sector only two firms have been surveyed, because 
sales is only a subsection for making bills, and because of the un­
willingness of some sales managers to participate in such a study.
Table 5.3. shows the details of their responses.
5.2.3. Summary of the Section
The main findings of this section are that:-
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(1) The managers (chief executives and operating managers) in the 
public sector attach little importance to long-range 
planning.
(2) The managers in the public sector put great emphasis on 
the annual budgeting system and the periodic budget review 
in the management of their organizeitions. But more in 
depth analysis shows that they consider annual budgets and 
periodic budget review as important mainly in controlling 
spending within approved limits.
(3) Long-range planning is emphasized by managers in the private 
sector more than in the public sector; but to a lesser degree 
than the emphasis put into annual budgeting and periodic 
budget review.
(4) Managers in the private sector could be categorized into 
those who give great importance, moderate importance, and no 
importance to annual budgeting and periodic budget review in 
the management of their organizations.
5.3. The Role of the Controller in Management
Section 5.2 addressed the issue of the importance attached to 
general and well known planning devices. In this section we probe 
what the controller actually does and what influence he has in more 
depth.
5.3.1 The Role of the Controller in Measuring Success
Chief executives were asked (see Appendix B, chief executives 
interview guideline, question (7)), about what sort of achievement 
makes them think that their company has had a very successful year.
In the public sector, the main indicator of success, as perceived
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by chief executives, differs from one company to another. The main 
reason, may be that the objectives of the public sector are not well 
defined and that managers do not know exactly what is required of 
them. Is it to provide jobs and welfare, to be concerned about 
production only, or to be concerned about production, and cost and 
revenue i.e. profit (this will be dealt with in more detail in later 
parts of the thesis (chapter (10)). However, each of the chief 
executives of the companies surveyed in this sector mentioned one of 
these indicators of success. In two companies, one of which perceived 
the main success indicator to be the creation of jobs and in another 
that was concerned with production only, the controller is perceived 
to have no role in measuring success. This perhaps indicates that 
one of the managers has asocial responsibility objective, and the other 
is output conscious. Nevertheless, it would appear that neither manager:
is profit conscious nor cost-conscious. In such cases it would be un­
reasonable to expect accounting information to play any significant 
role. However, in a third company, the manager seems to be profit­
conscious, having mentioned profit as his main indicator for success. 
This type of manager is expected to make use of accounting information, 
and was in fact using accounting information for score-card purposes, 
to see if he has been doing well or badly, he argued,
"The role of the controller is to prepare studies
for costing of the production from what has taken 
place".
Although the third chief executive appears to be profit-conscious, 
he does not seem to be interested in efficiency information that is 
obtaining a given output with the least possible expenditure (Simon et 
al 1954).
All this indicates that chief executives in the public sector are 
either concerned with the control of output only, or with the control
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of output and expenditure, or perhaps not even concerned about either 
of them. None of them appearsto be concerned with the control of 
efficiency. This further enhances a point made in the early part of 
this chapter (5.2.) and in the previous chapter, namely that budgeting 
in the public sector is not used for the purpose of control in efficiency; 
rather it is used to ensure spending within approved limits. The chief 
executives in the public sector are not judged on the ratio between 
their production and its cost, nor do they have the discretion of 
keeping their expenditures in line with their output. As previously 
stated they are limited by a fixed expenditure budget, and they are 
expected to operate within that limit, and to maximize production.
For the private sector companies also there is a diversity of 
success indicators. One of the companies has given the stability of 
the work force as its success indicator. The role of the controller 
in this situation is,
"...to motivate them by making more money available for them"
However, the special situation of this company and the interviewee 
(the interviewee is the personnel manager, who was at that time acting 
chief executive) makes this answer justifiable on its own ground, but 
not a generalization for the industry.
Some of the managers regarded production to be their main indicators 
for success. These managers (three) are production conscious and not 
profit or cost conscious. Such managers are expected to have very little 
use for accounting information for score-card or attention-directing 
purposes. As their main concern is with production, their primary 
measure of performance are production figures - expressed either in 
dollars or physical units (Simon et al 1954). Some of the managers 
in this category seem to be interested in physical units rather than
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monetary units, and consequently did not believe the controller to have
any role to play in measuring success, an example of their answers is,
"The controller has no role in measuring success".
Some of the chief executives in the same category seems to be interested
only in monetary units or along with physical units. As a consequence
they perceive the controller to have a role in supplying information,
a typical answer is,
"The role of the controller in measuring success ... 
is to supply information about production and 
its cost".
However, one of the chief executives interviewed seem to be as
interested in watching data on output and on expenditures as they are
in having the accounting department provide him with data in efficiency.
He mentioned profit as his success indicator, and he argued,
"The controller is the person who provides us with 
monthly costing sheets, and he is the person who 
determines whether we are producing with profit 
or loss..."
Another one seemed to be interested in long-range efficiency and 
he is interested in the accounting department providing him with fore­
cast data to measure the feasibility of growth of the activities. He 
perceived growth to be his success indicator, he stated,
"The growth rate is the determining factor in 
success. The role of the controller is to study 
the feasibility of growth".
When asked about profit as a success indicator for his company.
He answered:
"...profit is a very short-term phenomenon.. the 
company can be profitable but not successful"
Hence, one could generally argue that in most of the cases in the
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private sector, chief executives are concerned with the control of 
output (50% of surveyed companies), and hence part of them is interested 
in the accounting department to providing them with production cost 
figures i.e. they have a limited use for accounting in score card 
purposes, and some are not. However,^some of the companies (one-sixth) 
are concerned with the control of output and expenditures as with the 
control of their ratio, and hence are interested in the accounting 
department providing them with data on efficency; this does not exist 
in the public sector at all. One manager also has been found to be 
concerned not only with output, expenditures and their ratio (efficiency) 
only but also to be concerned about future efficiency (long-term).
5.3.2. The Role of The Controller in Achieving Co-ordination
Chief executives were asked (see Appendix B, chief executives 
interview guideline, question (13)) about how they achieved co­
ordination between divisions (departments), and the role of the 
controller in this respect. In the public sector, co-ordination 
between the different departments of the firms, as perceived by chief 
executives, is achieved through official meetings, for example, production 
council meetings, instructions and personal contacts. The chief 
executive of one company said,
"...co-ordination is achieved through:-
(a) meetings of committees e.g. production
(b) personal contacts, and
(c) written instructions".
Another one said,
"The co-ordination is normally done at the 
level of head departments during the preparation 
of the general plan for the firm. At the 
daily level, co-ordination is achieved through 
the personal contacts between head departments".
The chief executive of the third firm said,
"Co-ordination is achieved between different
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departments during a meeting presides over by the 
general manager..."
It appears from the above quotations, that all the three firms
participated in this study referred to the use of formal meetings as
one, if not the only one, of the means of co-ordinating the activities
of the different departments. The controller in each of these three
firms is a member of the formal meetings where the plans are to be
set. As a member attending these meetings, the controller is perceived
to have a role in co-ordinating the firm's activities, one of the
chief executives said,
"The financial controller, because he is 
the person responsible for financial matters, 
is the person who co-ordinates different 
departments, because anything has a 
financial side".
In the private sector, co-ordination is achieved by personal
contacts and the use of top management committees. In three companies
(half the sample) the chief executives said that co-ordination is
achieved through personal contacts only, for example one chief
executive said,
"...co-ordination between different 
departments is done through direct 
contacts between head departments".
In the other three, the chief executives said that co-ordination
is achieved through personal contacts and official meetings e.g. one
chief executive said,
"To co-ordinate the different activities of 
the organization, there is a top management 
committee and it has a weekly meeting. At 
the daily level co-ordination is achieved 
through direct contacts between head- 
departments".
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In most of the companies (two thirds) which participated in this 
study, chief executives thought the controller had no co-ordinating role.
However, in the other (one third), the controller seem to be
considered as a member in these meetings, and he has a role to play
as the finance is a very important issue in planning, one chief
executive said,
"..The attendance of the financial controller 
in these meetings is very important because 
he is the person who determines the 
possibility of financing the different 
requirements..."
5.3.3. The Role of The Controller in Decision Making
Under this sub-section two different types of decisions will be 
considered. The first one is related to the problems of developing 
countries and whether the controller has a role to play in assisting 
in the solution of these particular types of problems. The second 
one is related to the normal operating decisions taken by any manufacturing 
organization. Different methodologies were used to collect the 
information for the different types of problems, open-ended question 
for the former and a structured question for the latter.
( 1) The Role of The Controller in Solving Major Problems facing 
Developing Countries
Controllers and operating managers were asked about the major 
problems facing their companies and departments respectively, and what . 
is the role of the controller in assisting in the solution of these 
problems (see Appendix B - controller interview guideline, question 
(10), and operating (sales and production) managers question (4 )).
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(a) Controllers' Views
In the public sector, the responses of the controller;can be
categorized into two groups. The first group conveys a very passive
attitude towards solving the problems faced by their company, and
therefore does not believe that the controller has a role to play in
solving these problems. One of the controllers said,
"The controller could not play any role, because 
the problems are national problems (outside 
the control of individual organizations)".
The second group seems to be obsessed with cash problems, one of 
them said,
"We have to provide the necessary cash for 
paying the electricity bill".
Another one commented,
"Our role is the utilization of revenues 
in the best possible way, programming the 
expenses in the required specification".
The attitude of the two groups is expected from financial 
controllers in the public sector, as we argued before their main concern 
is with receipts and expenditures control.
The second group have made occasional special studies on the 
request by the chief executives. When the chief executives in these 
firms take a positive approach towards solving the problems of his 
firm, he might sometime ask his financial controller to make special 
studies for that purpose. However, this information has been extracted 
from them after asking more specific questions than those in the 
interview guidelines by the interviewer e.g. the interviewer asked one 
of them: "you said one of your problems is electricity have you tried 




"A study was done to justify the installation 
of a generator to solve the power problem".
The other one said,
"I have prepared a costing paper to explain 
the importance of having a second shift".
The firms in the first category have been asked similar questions and
the response was negative.
Generally, one could argue that the management of the public 
sector in Sudan has got a passive attitude towards solving the problems 
faced by their firms. This may be because,as one of the controllers 
has mentioned,the problems are national problems faced by all public 
and private sector firms. They are waiting for the government to solve 
these problems at the macro level instead of solving the problems of 
individual micro units. Some of the managers, after facing the problems 
for a number of years and having failed to obtain a favourable response 
from higher authorities, are trying to persuade the government to 
solve their problems. In these instances the financial controllers 
are asked to prepare special studies, so that their request will have 
a greater impact on higher authorities.
In most of the private sector companies (two thirds) surprisingly, 
the controller were found to play no role in solving business problems, 
that is, they are not involved in special studies in connection with 
solving the problems. One of the controllers perceived himself as having 
no role,
"Nothing we can do".
Another controller considered that his department could do more to aid
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the effective use of the available resources, but managers tend to
discourage such a move said,
"The controller could play a major role in the 
better usage of the available resources. But 
managers are not concentrating on this aspect".
Two other controllers whilst sharing the same views as above
believed that they could contribute towards the solutions by timely
provision of funds to support projects. One of them said,
"The role of the financial controller is in cash 
flow, the availability of liquidity and the 
determination of priorities".
The other one said,
"The role of the financial controller is to 
provide money through private finances".
The general theme in these four companies is that the financial 
controller is not involved in special studies for the solution of 
companies' problems, this may be due to the passive attitude of top 
management towards solving the problems of the companies.
However, in two of the private sector companies surveyed
a more positive approach towards solving the problems of the companies
is adopted, and consequently the financial controllers make a greater
contribution towards that end. One of the financial controllers of
these companies said,
"The financial administration participate in 
discussing the best ways of solving these 
problems, with economy in expenditure 
(preparation of cost-benefit analysis)".
The other one said,
"We participated in solving the electricity 
supply problem, by making studies for the 
installation of generator, and the problem 
has now been solved...When solving the problem
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of spare parts we carried out a feasibility 
study relating to the installation of our 
own workshop to produce spare parts locally.
We have also made a study to determine the 
benefits of having our own fuel tankers...
We also make a supply department within the 
administration to solve the inventory problem, 
and it will concentrate on the follow up".
(b) Operating Managers' Views
The production and sales managers hold the same views of the
controllers, for public sector firms, for example the production manager
of the firm in which its controller perceived no role for his department
in solving the problems of his firm, has the same view as his
controller, he said,
"The controller has no role, because the 
problems are central problems. Any order 
for anything has to pass through the 
Ministry of Industry, the Ministry of 
Finance, and Bank of Sudan".
Others hold the same view of the majority of the controllers, i.e . 
they (controllers) are not involved in preparing any special studies 
for solving problems, but instead see their function as the provision 
of adequate funding.
Examples of the answers are:
"The main problems are...they are not very 
complicated to need studies. The only role 
they could play is to provide the necessary 
cash when required".
"The role of the financial administration is 
to make sure of the availability of local 
fund and hard currency".
"The main role of the controller is making 
available the necessary fund to buy machines 
and spare parts".
In the case of one company, the production manager viewed the role
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of the financial controller as being to participate in studies made to
solve their main problem (electricity) he said,
"...the controller has done a feasibility study 
to install a standby generator".
In the private sector, the passive attitude of management towards
solving problems is to be found in one company. The production manager
of that company commented,
"...spare parts is the problem of the whole 
country, it is not a problem to be solved 
by one company".
Another production manager perceived the controllers to have no
role in solving the problems of the company, he said,
"...the controller has no role to play in
solving these problems".
In some of the companies the operating managers view the role of
the financial controller as a provider of necessary cash to implement
their decisions, one of them said,
"The role of the controller is to make 
available the necessary funds..."
Another one said,
"...they are trying to provide the 
necessary cash to uproot these problems".
One of the operating executives considered the controller's role to
be to perform some of the routine work of buying the requirements that
will solve the main problems of the company, he said,
"...they have the role of importing the 
material (spare parts and packing 
materials)".
In some companies, the controller is viewed by operating executives 
to have a very active role in solving the organizations' problems for
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example, the production manager of one of them said,
"...They have done studies on employee turnover, 
which have got a very high cost, and they put 
suggestions for solving the problem. Also 
studies on absentism have been done and 
accordingly incentives were provided for workers, 
who have a consistent attendance".
Another one said,
"...they have made suggestions to solve the 
labour turnover problem, but it has not been 
applied".
(2) The Role of the Controller in Operational Decisions
(a) Chief Executives' Views
In two out of the three public sector companies more than 50% of 
the major decision areas are either not made in the company, or the 
controller has no role to play. In the other decisions where the 
controller is perceived to participate in 50% of the cases, he has 
purely an advisory role. He is perceived to have a major influence 
only on a few decisions, and in fewer decisions still to be the sole 
decision maker.
In the third company, nine of the major decision areas are either 
taken by senior authorities (7), or the controller is perceived by the 
chief executive to have no role regarding them. For the decisions which 
are carried out within the operating unit, with the controller 
participating in them, the great emphasis seems to be in an advisory 
or staff role. In more than 50% of decisions in this category, the 
controller's prior opinion is sought before others could take the final 
decisions. One could therefore argue that the controller in the public 
sector mainly plays an advisory role when requested in the decision 
making process with no real power or participation. In most of the 
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operating unit level. See table 5.4.
However, in the private sector one could not generalize for all 
the companies, but we could clearly identify three categories:-
(1) The first category consists of firm (2) and (4). This group 
is typical of public sector companies. More than 50% of the decisions 
either are not taken in the company, or the controller has no; role in 
them. In more than 50% of the remainder he has an advisory role only, 
ignoring the differences in the degree of participation.
(2) The second group consists of firm (3) and (5). In these 
companies the controller is perceived by chief executives to have got 
a major influence in more than 50% of the decisions in which the 
controller is involved. Moreover, he is the sole decision maker in 
four and three areas of decision consecutively, ignoring other 
differences.
(3) The third group consists of one company, that is, company
(1). In this company about 30% of the decisions are either not made 
in the company (2 decisions) or the controller has no role (in 6 
decisions). In the remainder, he has a major or a minor influence in 
60% of the decisions, and in about 40% he has an advisory role.
Generally the controller is perceived mainly to have an advisory 
role in 40% of the companies surveyed. In 20% of the cases he is 
perceived mainly to have a moderate influence on major decisions. In 
40% of the companies participated in asnwering this question he is 
perceived to have a major influence on major decisions taken in the 
company.
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controller in the private sector, one could generally argue that the 
controller in the private sector seems to have a greater degree of 
influence on decision making processes than in the public sector, 
although the advisory role is emphasized by some firms.
(b) Controllers' Views
Again for the public sector firms, in two firms more than 50% 
of decision areas either are not taken in the company or the controller 
has no role on them. But in 50% or more o;f the decision areas the 
controller perceived himself to have a major influence. For the 
third company also in more than 50% of the decisions for which there 
is a role for the controller, he perceived himself to have a major 
influence. In few cases he perceived himself to be the sole decision 
maker, and in fewer cases to have an advisory role. See table 5.5.
However, generally speaking, one could argue that the controllers 
in the public sector companies perceived themselves to have no role 
in a very good number of decisions, but where he has a role he has a 
major influence.
In the private sector, there are diverse answers, but one could 
clearly identify 3 categories
(1) Company (2) and (3). In these comapnies the controller 
perceived that more than 40% of the decisions either 
are not taken at the company level, or the controller 
has no role in them. In more than 50% of the areas in 
which he perceived himself to have a role, it is an 
advisory role in comapny (3), and major or minor 
influence in the case of company (2).
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(2) In company (4) the controller perceived himself to 
have an advisory role. In about 90% of the 
decisions taken in the company he perceived himself 
to have an advisory role.
(3) Company (1) and (5). In these companies the 
controller perceived himself to have a major 
influence or the sole decision maker in more than 
50% of the decisions which the controller has a 
role in.
Thus, one could generally argue that the controller perceived 
himself to have no role, or has an advisory role when asked, where he 
does have a role.
5.3.4. Summary of The Section
The main findings of this section are:-
(1) Chief executives in the public sector indicate that 
accounting and accountants have no role in measuring 
success, since they are not concerned with efficiency 
as a success indicator. While chief executives in 
the private sector differ on their perceptions for 
the role of the controller in measuring success.
Some chief executives considered the controller to have 
no role in measuring success. Another group is just 
interested in the cost information from the controller 
beside other informations from elsewhere, and hence 
the controller has a limited role to play in measuring 
success. A third group is interested in efficiency 
information for measuring success and the controller
- 136 -
has a major role to play in this respect.
(2) In some companies in the private sector the 
controller has no role in achieving co-ordination.
In another group of private sector companies and 
in all public sector companies co-ordination is 
mainly achieved through official meetings. The 
controller as a member of these meetings has a 
role to play in co-ordination in these 
companies.
(3) The controller in the public sector companies 
perceived himself and perceived by chief executives 
and operating managers to have no role in solving 
major problems facing manufacturing organizations 
in developing countries and on operational 
problems. While the controllers, chief executives 
and operating managers in the private sector 
considered the controller to have no role by one 
group, a limited role by another group and a 
major role by a third group.
Findings (1) and (3) confirmed the findings of section 5.2, that 
is, accounting has practically no role in the mangement of public
sector enterprise and some of the private sector ones, while one group
of private sector companies considered accounting to have a limited 
role, and a third group perceived it to have a major role.
However, in an area where accounting is suggested by some writers 
(e.g. Hopwood 1974), that is, co-ordination, it has only got a minor 
role in all public sector companies surveyed in this study and some
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private sector companies in Sudanese Cotton Textile industry. For 
some of the private sector companies accounting seems to have no 
role in achieving co-ordination. Perhaps the reason for this is that 
co-ordination is achieved through formal means in highly structured 
organizations, and informal methods are mainly used in loosely structured 
organizations (see Chapter (8)).
In conclusion to this chapter, it is very interesting to note the 
apparent contrast of the conclusions above and the response the 
researcher got tothe very general question put to operating managers 
in the interviews, namely, 'what do you think of accounting information?". 
In response to this simple question all respondents said that, of course, 
accounting information was essential. None of them said that such 
information is of minor or no importance. The significance of these 
answers is that they indicate a general awareness among managers 
interviewed that financial information is relevant to their performance 
of duties.
As already statec^ on the surface the above inference appears to 
contradict some of the general findings of this study reported in this 
chapter. The question which may reasonably be raised is that if 
management is really aware of the usefulness of accounting information, 
why are actual accounting usage and controller influence on major 
decisions taken in the organization inconsistent with this. The fact 
that Sudanese managers are conscious of the importance of accounting 
information, however, does not necessarily mean that they are greatly 
interested in applying advanced financial techniques, actually using 
accounting information in decision making and control, and hence 
increasing the controllers' degree of influence in decision making and
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problem solving. From his practical experience with Sudanese managers
in management and production development centre, during the training
courses and seminars Abdul Raham (1981) observed:-
"... the standard of knowledge of Sudanese 
is from the upper standard, and by any 
means it is not less than the standard of 
knowledge of foreign managers, especially 
for top management".
He further commented,
"...there is a divorce or separation in the 
character of Sudanese managers between what 
information or knowledge they have and 
between their behaviour and the application 
of that knowledge".
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Chapter (6)
The Importance of Non-accounting Information Systems
6.1. Introduction
The previous chapter considered the importance of the financial
control systems and the role of the controller in managing the
organizations, in both the private and public sector. However,
financial information is not the only information that could help
managers to make sound decisions and exercise control. Anthony and
Dearden (1980) argued,
"Much of the management control process involves 
informal communication and interactions. Informal 
communication occurs by means of memorand, meetings, 
conversations, and even by such signals as facial 
expressions".
Mintzberg (1973) argued,
"Verbal channels allow for the immediate feedback 
and interact ion which managers find so important.
Preston (1982) pointed out four modes of information common to 
most organizations at the production level:-
(1) Production statistics, which could be referred 
to as one of the component of the formal 
management control system. Preston referred 
to them as "official documented information 
sources".
(2) Informal records, which Preston described as 
'unofficial documented'. Managers keep their 
own personal records of material usage etc.
(3) Production and planning meetings:- which is 
described as 'official verbal'. Managers 
attended production and planning meetings where 
they talk with each other and hence provide and
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review information.
(4) The grapevine:- which could be described as 
"unofficial verbal". Managers talk with 
each other on the shop floor, in the canteens, 
on tea or coffee, in their offices and at 
home.
Preston (1982) developed a way of looking at non-accounting 
information systems, and illustrated this byan inlepth study of one 
organization. He used participant observation as a method for con­
ducting his research gathering data by participating in the daily life 
of the organization he studied. He observed the managers at the 
organization informing themselves through their observations, their 
interactions, their personal records, meetings and through the use of 
official documents. In addition to this he talked with managers at 
lunch, tea and coffee, in their offices and on the shop floor. He 
interviewed some of the managers, more formally with a tape recorder, 
about the way they informed themselves and the meaning such information 
had to them. He observed them using information which they defined as 
meaningful to inform others and enter into action or arrangements with 
others.
This study, however, as we argued in chapters (1), (2) and (3) 
will not be concerned with the detail of how managers inform themselves. 
It is rather concerned with the importance managers attach to different 
types of information systems and the factors affecting that (the why). 
This study also took a whole industry, rather than one organisation, 
and the methods used for data collection were, for that reason, 
questionnaires and interviews.
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For the purpose of this study the modes of management control 
through non-accounting means which will be considered in this chapter 
are:-
(1) Production and sales statistics and narrative 
reports (section 6.2.)
(2) Production and planning meetings (section 6.3) and
(3) Grapevine - personal contacts (section 6.4.)
The chapter, again, will be mainly a description of the state of 
the art, i.e. how much emphasis is put by Sudanese textile industry 
managers on these modes of control in managing their organizations. 
Reasons for the behaviour described will be probed later in the thesis,
6.2. Formal Non-Accounting Reports
Chief executives'and operating managers were asked (question (4) 
in the questionnaire, see Appendix B) to assign indicators from (1) 
to (5) to monthly narrative reports in operations and production 
reports, among other control devices, according to their degree of 
importance in relation to both the control over external critical 
success factors and performance evaluation, departmental effectiveness 
and decision making respectively. (1) means limited importance, (3) 
moderate importance and (5) high degree of importance. The responses 
are shown on tables 6.1, 6.2 and 6.3.
6.2.1. Chief Executives Views
In the public sector, all the chief executives place a very great 
emphasis on monthly narrative reports relating to operation and 
production reports in monitoring external factors which are critical 
to success. See table 6.1. This, coincides with the findings of 
the previous chapters that because of the existence of a sellers'
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Table 6.1. Chief Executives Emphasis on monthly Narrative Reports 
on operations and production reports in controlling 









Company 1 5 5
Company 2 5 5
Company 3 5 5
Private Sector
Company 1 5 5
Company 2 4 5
Company 3 5 5
Company 4 4 5
Company 5 3 3
Company 6 5 5
.
market, the production function is stressed. All companies are more 
interested in production reports and narrative reports on operation 
rather than accounting information. It appears that they (chief 
executives of public sector firms) are using production reports and 
monthly narrative reports on operation for score-card purpose becuase 
they have mentioned that their success indicator is production, 
together with some other social objectives. Production reports may 
be a very effective means to tell them how well they have been doing 
production wise because it will eleminate the obscuring effect of 
cost over which they feel they have no control. The material and
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labour cost are determined by the government, since the price of raw 
materials and wages and salaries are determined by the government.
The depreciation of the machines and other overhead expenses, are also 
felt to be beyond their control.
In the private sector, all chief executives (except one) emphasized 
the importance of production reports and monthly narrative reports 
relating to operations for monitoring external key success factors.
For the only exception, monthly narrative reports are perceived by 
the chief executive to have just a moderate importance for this 
purpose. Thus, generally speaking, one could argue that the role of 
monthly narrative reports on operations and production reports in 
monitoring factors crucial for success are also emphasized in the 
private sector firms, but to a slightly lesser degree than in the 
public sector firms.
Moreover, the one company which places rather less emphasis on 
these modes of control is the company which has been found (see 
chapter 5) to have emphasized efficiency and growth rate, and hence 
emphasized the usage of accounting information for score-card purposes. 
This may be an indication that non-accounting control systems are 
emphasized more in companies where the status of the accounting 
information is very low and vice versa.
6.2.2. Production managers'Views
The responses of production managers are shown in table 6.2.
In the public sector production managers emphasized the role production 
reports play in the different aspects of their job mentioned above, 
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importance to monthly narrative reports and production reports. The 
other two companies place a lesser degree of importance to monthly 
narrative reports on operations (see table 6.2.).
Generally in the private sector the role of the production 
reports is more emphasized by production managers than the role of 
monthly narrative reports on operations.50% of production managers 
in this sector, attach a lesser degree of importance to monthly 
narrative reports, while three gave the same degree of importance 
to both of them. See table 6.2.
The very great emphasis on production reports may be mainly due 
to the ability in the textile industry to measure in physical terms 
e.g. yards of yarn or fabric. Hence, production managers (with 
engineering backgrounds) make more use of data expressed in physical 
units than that measured in monetary terms (Simon et al 1954). Most 
manufacturing executives prefer to have delay time reported in hours 
or machine time, yeild in percent, efficiency in terms of yards/machine 
hour or man-hour and so on. Another reason may be that they prefer 
information in this form because they have to take action in terms of 
physical variables.
The lesser degree of emphasis given to monthly narrative reports 
on operation may be due to the fact that the information provided by 
such reports could be gained by the manager during his daily work 
through direct face to face contact with his subordinates and their 
work; and mainly they are producing this information to have a clearer 
picture, by pooling all the observations of individual occasions, and 
for the use of others, may be top executives.
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6.2.3. Sales Managers' Views
Production reports have no importance for sales managers except 
in decision making in the public sector. However, in one of the 
companies in the private sector the sales manager played a very great 
importance on production reports for evaluation of the performance 
of their subordinates and in decision making. However, one could 
not generalize for the private sector because we have only got the 
responses of two firms. In the public sector sales managers use production 
reports most for decision making because they are like production 
managers, i.e., prefer to make more use of data expressed in physical 
units rather than those measured in monetary terms. See table 6.3 
and chapter (5).
Sales managers in the public sector attached a greater degree 
of importance to monthly narrative reports on operation (interpreted 
as monthly narrative reports on sales operations). However, in one 
company in the public sector the sales managers places no importance 
on monthly narrative reports. While the other two place very great 
emphasis on it for performance evaluation and decision making.
In the private sector, the two companies, which their sales 
managers participated in this study emphasized the role of the monthly 
narrative reports in performance evaluation and decision making.
6.3. Management Committee
Chief executives and operating managers were asked (see Appendix 
B, questionnaire, question (4)) to assign from (1) to (5) to inter­
departmental taskforces and committees and departmental taskforces 
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importance in relation to control over external critical success 
factors and performance evaluation departmental effectiveness and 
decision making respectively. Once again (1) means little importance,
(3) moderate importance and (5) high degree of importance.
6.3.1. Chief Executive:^ Views
In the public sector, the chief executives attach various degrees 
of importance on committee management, see table 6.4. As shown in the 
table, two companies' chief executives gave departmental and inter­
departmental taskforces and committees equal degree of importance in 
controlling external critical success factors, while the third one 
gave inter-departmental taskforces and committees afar more important 
role than departmental taskforces and ccxnmittees.
50% of the chief executives in the private sector emphasized the 
role interdepartmental and departmental taskforces and committes on 
controlling external critical success factors. The other 50% did not 
emphasize the role of these control devices, see table 6.4.
However, one could generally argue that committee management 
is emphasized in the public sector more than in the private sector, 
but it is emphasized more intensively by two companies in the private 
sector than it is in the public sector.
However, the chief executives of the public sector's firms put
a very great emphasis on committees for the co-ordination of firm's
activities at the company level. One of the chief executives said,
"The co-ordination is done in a meeting presided 
over by the general manager. This is very 
important because without involving different 










































































co-ordination ^ou will make a mess".
Another one said,
"The general manager is the leader who 
supervises the whole company. He is the 
person responsible for making sure that 
there is a wise policy which makes, all the 
company work as one unit. This is done 
through official annual and periodic 
meeting...and in the production council, 
which consists of the general managers 
assistance..."
The chief executive of the third company said,
"The co-ordination is done at the level of 
head of departments, during the meeting 
in which they prepare the master plan for 
the firm".
There are also numerous ad hoc committees in both sectors of the
industry. It may not be very strong evidence but it seemed that there
are many committee meetings from the effort of the interviewer to fix
his appointments, an example :
"Could you come on Thursday...But we have got 
a meeting on that day...O.K., come next 
Monday."
tVhen the researcher came on that day, the secretary told him.
"...Unofrtunately he apologises for you that, 
he has an unexpected meeting."
Such a situation have faced the researcher tens of times during 
his fieldwork in Sudan.
For the private sector companies, some of them also stressed 
committee management for co-ordination. One of the chief executives 
said,




"Co-ordination is done formally through 
weekly meetings".
6.3.2. Operating Executives' Views
(a) Production Managers
The responses of the production managers are shown in table 6.5. 
Only one production manager, in the public sector, emphasized the role 
of interdepartmental taskforces and committees in his subordinates 
performance, departmental effectiveness and decision making, while all 
of them emphasized the role of departmental committees. However, the 
role of departmental task forces and committees is emphasized in 
decision making more than in other roles.
In the private sector, all production managers emphasized the role 
of interdepartmental taskforces and conmittees in decision making.
While two third of the production managers emphasized its role in 
performance evaluation, 50% emphasized its role in departmental 
effectiveness.
Two thirds of the production managers emphasized the role of 
departmental taskforces and committees in decision making (place 
moderate or more than moderate importance on it), 50% emphasized its 
role in performance evaluation and departmental effectiveness.
Thus, it appears that in the public sector, the production managers 
emphasized the role of departmental taskforces and committees. While 
they place less emphasis, with the exception of one company, in the 
interdepartmental taskforces and committees.
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the role of interdepartmental taskforces and committees, rather than 
departmental task forces and committees, i.e., the reverse of public 
sector firms. Also the relationship that exists between the emphasis 
placed by chief executives and production managers is the reciprocal 
of that which existed in the private sector. In the public sector, 
the company whose chief executive put a very great importance on 
inter-departmental taskforces and committees, the production manager 
puts no importance on it. Similarly where chief executives thought 
that inter-departmental committees were less important the production 
managers thought that departmental committees are important.
This might be an indication that where chief executives make use 
of interdepartmental taskforces and committees in controlling external 
success factors, production managers are not making use of those 
committees; and where the chief executives place no importance on 
these committees the production managers are using it for decision 
making etc. That is, interdepartmental taskforces and committees 
are geared to serve either chief executives or production managers, 
but not both of them in the public sector. While in the private 
sector companies where chief executives put very great importance on 
interdepartmental taskforces and committees, their production managers 
do the same, i.e., where committee management is emphasized both of 
production managers and chief executives use it intensively for control 
and decision making etc.
(b) Sales Managers
In the public sector only one company put a very great emphasis 
on departmental and interdepartmental taskforces and committees. One 
sales manager has put no importance at all for both of them. One 
















































































































taskforces and committees for departmental effectiveness and decision 
making.
The sales managers responses seems to be in line with chief 
executives in the case of interdepartmental committees, i.e., the sales 
managers who reported a great importance for interdepartmental task­
forces and committees, their chief executives have the same opinion.
In the private sector the two sales manager interviewed, one of 
them put no importance on both of them, and the other one put a 
moderate importance (approximately) for both of them.
6.4. Informal Contacts
6.4.1. Chief Executives
All chief executives in the public sector emphasized (put 
moderate or greater importance) the role of direct informal contacts 
in control over external critical success factors.
In the private sector five companies' chief executives emphasized 
the role of direct informal contacts between executives for the 
control over external critical success factors, while only one chief 
executive attaches lessthan moderate importance on direct informal 
cont'€SirCts between executives for control over external critical success 
factors. See table 6.7. However, the only company in the private 
sector whose chief executive places a less than moderate 
importance on direct informal contacts is the company which mentioned 
that growth is their indication for success, they have got a very 
sophisticated accounting system, and the controller has a major role 
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formal accounting information (at least by chief executives) than on
informal personal contacts. This might be an indication that the
informal personal contacts is important to overcome the limitations
of the formal accounting and management control systems. In the
public sector the company which places a very great importance on
informal contacts is the company which does not emphasize the role
of the financial controller, and they have not got a sophisticated
accounting system, its chief executives argued,
"There is a good amount of informal contacts... 
because this is the only way work could be 
done".
Generally the degree of importance put on direct informal contacts 
by chief executives by private and public sector companies are the 
same. Generally the importance of informal contacts is of very great 
or great importance for more than two thirds of the chief executives 
of the surveyed companies, and it seems to be inversely correlated to 
the degree of sophistication and reliance on accounting information 
system.
The emphasis on direct personal contacts may be due to environmental 
factors, organizational factors or personal factors, which will be 
discussed in depth in later part of the thesis.
The informal contacts between the controller and the chief
executives existed in all companies surveyed in the public and private
sector, and it is perceived to be very important for managing these
organizations. One of the controllers in the public sector said,
"Yes, I have informal contacts with the 
controller, because the manager should 
know anything financial, and this could 
not be achieved through documents and 
official meetings only".
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A chief executive^ in the private sector said,
"Yes I always have informal contacts with our 
controller".
Some of the chief executives have mentioned that informal contacts 
is not important only with the controller, but with other executives 
as well.
One of the chief executives said,
"Yes, I have informal relations with our 
financial controller. The formal relations 
only could not keep the work in the firm 
going on. There is a good amount of 
informal contacts during the working day and 
even after that...This is not only true for 
my relation with the people in the accounting 
department, but too with people in the other 
departments, to find a common language".
Another one commented,
"Yes, there is a lot of informal contacts, not 
only with the controller but with other executives, 
in my opinion it is more important than official 
meetings".
A third one said,
"Yes, there is informal contacts between me and 
the financial controller and other executives in 
the firm. This is very important, because the 
formal organization will show responsibilities 
etc. How things is to be done practically 
depends greatly on informal relations".
Importance of informal contacts is also emphasized in co-ordination, 
especially in co-ordination between departments and within the depart­
ments. One chief executives said,
"The general manager assistances should make 
sure that their units work in a complete 
co-ordination as required...this is done 
through personal contacts".
Another one said,
"The co-ordination is done...at the level of 
the daily work through personal contacts 
between the head departments, and checked by 
the general manager".
- 159 -
A third one said,
"For the co-ordination between the technical 
department and others, it is done through 
direct contacts".
6.4.2. Operating Executives
Two of the production managers in the public sector companies 
surveyed emphasized the role of informal contacts for all facets of their 
job with exception of one who does notput any importance on it for 
departmental effectiveness. The third company's production manager 
put no emphasis on informal contacts in decision making, departmental 
effectiveness and evaluation of the subordinates performance. With 
the exception of the third company, the other two companies' production 
managers attach the same degree of importance on informal contacts 
attached by their chief executives. The production manager ifv the 
third company put a very great importance on informal contacts. However, 
this could be explained by the ract that the production manager of this company 
depends (as could be seen elsewhere in the chapter)on monthly narrative 
reports, more than the others, in performance evaluation of subordinates, 
departmental effectiveness and decision making; but he might have his 
personal contacts with the senior executives to satisfy his desire to 
have the most current information.
In the private sector all companies emphasized (put moderate or 
more than moderate importance) the role of direct informal contacts in 
decision making, and five-sixths emphasized its role in subordinates 
performance evaluation and departmental effectiveness, see table 6.7.
In 50% of the companies surveyed in the private sector the production 
managers place a greater degree of importance to informal contacts 
than their chief executives. This may be due to the nature of the job
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of the production manager. H i s  direct face to face contact with his 
subordinates and their work gives him many sources of information 
about what is going on.
All sales managers in the public sector emphasized (give moderate 
or more than moderate) the role of informal contacts for subordinates 
performance evaluation, departmental effectiveness and decision making. 
The role of informal contacts in decision making, however, is more 
emphasized than its role in the others.
In the private sector, the two sales managers who participated in 
this study place a moderate degree of importance (approximately) on the 
role of informal contacts in performance evaluation, departmental 
effectiveness and decision making.
6.5. Summary of the Chapter
The main findings of this chapter are*.
(1) Chief executives of the public and private sector 
companies emphasized the role of formal non­
accounting reports on controlling external critical 
success factors; but it is more emphasized in the 
public sector than in the private sector. The only 
company where the chief executive does not emphasize 
formal non-accounting reports is the company whose 
chief executive also emphasized the role of 
accounting information for score-card purposes.
(2) Production reports are emphasized by production 
managers in both sectors more than monthly narrative 
reports. While sales managers in both sectosemphasized
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the role of monthly narrative reports (interpreted 
as sales operations) more than production reports, 
which were assigned no importance except for few 
sales managers in few cases.
(3) Chief executives in the public sector attached 
a greater degree of importance to committee 
management in controlling external critical 
success factors than chief executives in the private 
sector; but two companies in the private sector 
place a greater degree of importance on committee 
management than the public sector companies do.
Some companies' chief executives in the private 
sector and all those of the public sector considered 
committee management to be importanct in co-ordinating 
the activities of their firms.
(4) All production managers in the public sector and the 
majority of production managers in the private sector 
considered departmental taskforces and committees
to be important in the management of their departments, 
while only one company in the public sector and the 
majority of private sector companies place a great 
importance on interdepartmental taskforces and 
committees in their management.
(5) All chief executives in the public sector and the vast 
majority of the private sector's chief executives 
emphasized the role of direct informal contacts in 
controlling external critical success factors. The 
only company in the private sector, whose chief 
executive does not emphasize the lole of informal
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contacts is the company whose chief executives 
emphasized the role of accounting in controlling 
external critical success factors.
In both sectors, informal contacts is also 
emphasized for co-ordination, and it has got 
greater importance in the private sector.
(6) All operating managers in both sectors, with the 
exception of one production manager place great 
importance on informal contact in the management 
of their departments. The only exception is 
found to emphasize the role of formal non-accounting 
information in the management of their departments.
As stated early in the chapter, the intention here was merely to 
outline attitudes towards non-accounting information and not attempt 
to interpret the situation discovered or provide reasons for opinions 
received. These will be examined in relation to other features of 
control systems in later chapters (part three).
PART THREE : PERSONAL, MANAGERIAL, ORGANIZATIONAL AND 
ENVIRONMENTAL CHARACTERISTICS AND THE USE 
OF ACCOUNTING
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Chapter (7)
Personal and Managerial Characteristics and the 
of Accounting Information
This chapter will endeavour to examine some aspects of managerial 
choice, namely, management style, managerial orientation, expectations 
and attitudes towards management accounting system in the Sudanese 
textile industry. The chapter will attempt to study the relationships 
between aspects of managerial choice and the sophistication of the account­
ing systems, and the role of accounting and non-accounting information 
systems in decision making and control. The latter includes; the degree 
of controller influence in major decisions in the organizations, the 
role of accounting and accountants in problem solving, co-ordination 
etc., and the importance chief executives put on budgeting, budget 
reviews and long-range planning and other formal and informal control 
systems.
In this chapter and in the following three chapters no attempt 
at any rigrous statistical analyses of the responses will be made, 
because the number of interviews and the number in each classification 
was relatively small. It will, however, provide numerical and percentage 
data in those cases where such data appear to be especially interesting 
and relevant.
7.1. The Literature
It has been argued in the organization theory literature in the West 
(UK and USA) that the organizational structures and functions reflect 
the choices of organizational decision makers, as well as the organization 
context (Child 1972 , Bobbit and Ford 1980, and Khandwalla 1977). These 
authors have developed the premise that organization decision makers 
have choices within limits which shape the responses of the organization
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to its contingency variable i.e. the operating environment does not 
force a one alternative on the managers but it will suggest a number 
of alternatives and the managers are free to choose one of them. The 
properties of the organizations' operating environment, as described 
by the levels of the contingency variables, limit the feasible set of 
possible responses to the organization's problem of organizing 
effectively and efficiently, one aspect of which entails the design 
of effective and efficient management accounting system Colson (1981)
"...management accounting... a means of assisting 
organizational management fulfils its functions 
and duties and, as such, depends on the style 
or philosophy adopted by management group".
A great deal of accounting research in budgeting has investigated 
aspects of operating context and management styles as they pertain 
to the effects of budget on individual behaviour (Argyris 1953, 
Swieringa and Monour 1972 etc.)
However, all this literature supports the view that the design 
and efficiency of an organization's accounting system is a major 
determinant of the use made of accounting information. Ansari (1977) 
argued.
"one important factor which can alter a person's 
perception is the characteristics of the 
perceived object - in this case information. 
Hence managerial use of information depends 
upon the characteristics of the information 
structure".
Also Hofstede (1967) investigated managerial motivation under 
different conditions relating to the administration and content of the
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companies’ budget systems. In his research managerial motivation was 
related to the effects of tight and loose standards, the degree of 
participation in standard setting and the organization of the 
controllership function.
Another body of literature argued reversely, i.e., that the 
characteristics of the accounting function, and the use of accounting 
by managers is determined by the managers' personal characteristics 
along with other factors, e.g. Luneski (1964) concluded that controller­
ship responsibilities should differ from organization to organization 
depending on such variables as management judgement and philosophy. 
Rahman and McCosh (1976) used a cluster analysis to segregate manage­
ment users of accounting data into high, medium and low use groups.
They related these groups to cognitive and emotional aspects of the 
managers in the groups and found significant differences in cognitive 
and emotional make-up depending on the group. High use managers were 
oreinted toward their tasks, while low use managers were more oriented 
to relationships.
Kazandjis (1980), however, found that:
"...managerial style is significantly correlated 
with the use of key financial variables."
and,
"The design and level of sophistication of the 
accounting system operated by managers does 
appear to be a major determinant of managerial 
use of accounting information".
i.e. Kazandjis suggested that these two bodies of knowledge should not
be viewed as contradictary, on the contrary they should be considered
complementary. In the conceptual framework (chapter 2) it was stressed
that the relationships between these variables and others is a two-
way interaction. In one direction, managerial choices influences
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management accounting system design and usage; in the other direction, 
the accounting system may affect aspects of the decision and control 
setting.
As was stated in chapter (3) and earlier in this chapter, this 
chapter will attempt to study the relationships between the features 
of the management accounting techniques and its use and different aspects 
of managerial choice. No attempt will be made to determine the 
direction of the relationships, i.e., which one influence the other.
7.2. Management Style and Philosophy
In chapter (2) it was argued that one of the important facets of 
managerial choice, which is associated with the choice of a management 
accounting system and the role of the controller in decision making, 
co-ordination and problem solving, is the management style and 
philosophy.
For the purpose of this study, three dimensions of management style 
have been chosen in order to study their relationship with the managers 
choices of management accounting system and the role of the controller 
in decision making, control, co-ordination and problem solving (see 
chpaters (2) and (3>).
Chief executives were asked to circle one nuiiber in each question 
according to their opinion about the management style in their 
companies. The questions asked were about managements' beliefs about 
the usefulness of planning and scientific management, about participation 
in decision making, and about administrative flexibility (see Appendix 
B, question(l) in the chief executives' schedule of interview questions).
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Managers with high scores (29 or more points) on the seven scales 
of optimizing (i.e. the managers' beliefs about the usefulness of 
planning and scientific management) are considered to be of an 
optimizing style. Whereas, if the scores of the chief executives are 
low (27 or lower) on the same scales, the top management of that 
company will be considered to have a seat of the pants' style of 
management.
The same analysis applies for participation and flexibility 
scales. Managers with high scores in both scales are considered to 
be of a participatory style for the former and flexible style of 
management for the latter. Whereas, if the scores of the chief 
executives are low on the same scales, the top management of that 
company will be considered to have a non-participatory style and 
inflexible style of management.
From the above information one could determine the number of 
companies with different management styles, as shown at the top of 
table 7.1.
The other information in table 7.1. is derived from the analysis 
of chapters (4) and (5) (an average of the firms in each category is 
obtained).
Table 7.1. reveals that only one dimension of management style is 
correlated with the sophistication of the management accounting system, 
and the role of the controller. Managers with an optimizing style (see 
chapter (2)), seem to give more attention to planning and control of 
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development of sophisticated accounting system which will help them 
achieve this end. Consequently, the influence of the controller in 
decision making, control, co-ordination and problem solving in 
organizations seems to be greater where management has an optimizing 
style rather than a seat of the pants style. Also management accounting 
systems are more sophisticated in companies where the managers have 
optimizing style of management, than in companies where the managers 
have a 'seat of the pants style'.
The data collected in this study, however, reveals that there is 
no correlation between the other two dimensions of management style, 
participation and flexibility, and the role of the controller and 
the choice of management accounting systems. This finding is only a 
tentative one and it should be studied in more depth and with larger 
sample for future studies.
Nevertheless this finding is still very interesting in another 
way, because it is consistent with another finding, which will be 
reported later in this chapter. The same managers who have an optimizing 
style of management, are the managers who are internally oriented, and 
the managers who are externally orineted are the managers who have 
seat of the pants style of management. Hence, this reveals a 
correlation between the optimizing style of management and the 
orientation of the managers. This coincides with the intuitive argu­
ment that managers who are internally oriented will try to enhance 
their situation by increasing their efforts to increase the efficiency 
of their organization. One very important means of improving the 
efficiency organizations is planning and control. Therefore, such 
a manager will place a greater emphasis on better planning and control
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techniques i.e. will be of an optimizing style, and vice versa for the 
managers who are externally oriented.
The implication of this finding is that to a great extent, the 
management style of managers depends along with other factors upon 
the psychological situation of the managers. This, hov/ever, supports 
the argument of Child (1972), Khandwalla (1977) and Bobbit and Ford 
(1980) mentioned at the beginning of the chapter. The significance 
of this finding is that it has pointed out one of the very important 
facets of managerial choice, i.e., the orientation of the manager 
(internally or externally oriented).
The implication this finding has for contingency theory of 
organization and of management accounting is that the degree of formality 
of organization structure, management style and dependence on accounting 
for internal decision making and control depend along with others 
factors upon the orientation of the manager.
The significance of this finding to developing countries manage­
ment and accounting literature is that it is not only the external 
environment that affect the management and accounting practice in 
thos countries; but the psychological attitude of the managers may be 
far more important than other factors mentioned before in chapter (2).
7.3. Managers' personal characteristics;
The majority of the Sudanese textile managers were not self­
motivated to use accounting because:
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7.3.1. Managers are externally oriented:
Individuals with a high belief in the external control of results 
might be relatively passive in any attempts to change the organization's 
environment, and hence are low users of accounting information for 
solving business problems. While people with greater beliefs in 
internal control believe in their own potential to change the environ­
ment or the world around them (Rotter et al 1962), and hence high 
users of accounting information for problem solving.
It was argued in chapter (6) that in some companies the controller 
has a key role to play in solving the problems of the organization, 
and in some he does not. As we have categorized them in chapter (5), 
some of the managers have got a positive attitude towards solving 
their organizations' problems, while others have got a very passive 
attitude towards solving the problems. To develop this further it is 
apparent that those who have got a positive attitude are those managers 
who are internally oriented, i.e., they think that they could solve 
their own problems. Those who have got a passive attitude are those 
managers who are externally oriented, i.e., they think that they 
do not have the capacity to solve their own problems, and only a 
powerful external party (government) could do that. Examples of the 
answers of the managers who have a passive attitude to the question 
"What is the role of the controllers in solving business problems" 
are:
"...No one company could solve the problems of 
the industry, it is a national problem...."
"Profit is something to be determined by the 
government. We could not make profit unless 
the government wants us to do that..."
A common view is, therefore, that the industrial environment is
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unpredictable because of the frequent changes in government rules and 
regulations for the industry and the economy at large; also these are 
too complex to be predicted.
A second notion of external control is that the control of 
results lies in the hands of other people or influences much stronger 
than oneself. One can not determine or influence ones own result, 
primarily because one is weak and other influences are stronger.
Individuals who believe in the external control of results do not 
actively seek to better their organization's position or condition or 
to increase the fequency and kind of information they normally received 
about the results of their organization's activities, and hence are low 
users of accounting information, and place no importance on accounting 
figures (Rotter et al 1962). In social psychology literature the 
relationship between passivity and belief in external control is well 
documented.
The belief in external control may be a result of defence 
behaviour, as an attempt to serve the psychological function of 
enabling people to preserve their self esteem in the face of failure.
The Sudanese managers, especially in the public sector, where they 
should be evaluated on the basis of their ability to meet their 
budgets, are primarily concerned with receiving information which 
could help them to protect themselves against criticisms. As such 
they wanted information which assisted them in providing explanations, 
if not excuses, for their failure to meet the budget, which enabled 
them to check on the effects of others on their own variances (Hopwood
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1973). Others in the case of Sudan are government regulations, economic 
conditions, immigration of labour etc. Hence, it appears that generally 
Sudanese managers have a high external orientation, i.e., they view 
their success more as being the result of the control of powerful 
others (environmental factors) and hence view budgeting and cost 
accounting as being of relatively less assistance to them in controlling 
their organizations. This may be due to external environmental factors 
or organizational factors. (See later chapters). Thus Sudanese 
managers in general (see previous chapters) are not interested in 
accounting information for performance evaluation of their subordinates 
and in controlling the organization, and importance is placed on other 
means of informing, namely, direct observation, personal contacts and 
monthly narrative reports see chapters (5) and (6). Because their 
main concern is with finding excuses for not achieving their targets. 
Fortunately enough for them it is not difficult to find excuses, 
because they have ready excuses due to the numerous problems of the 
industry in Sudan. Hence, they are not in need to keep their own 
records to find excuses and throw the blame on others.
It is apparent however, that all they give as explanation for 
the variances from budget, and the cause of low capacity utilization is 
not a pure explanation, rather it is excuses. The environment does 
present a lot of obstacles for these organizations to work effectively 
and efficiently, but the environment can not be blam'sd for all the 
variances. Surely the managers by enhancing their control systems, 
and by using modern management science techniques for problem solving, 
planning, co-ordination and control could enchance the performance of 
their organizations.
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7.3.2. Managers' Background, Education and Experience
In most of the cases in the Sudanese textile industry, sales is 
a department within the controllership function. The sales depart­
ment is responsible for distributing the products between the whole­
salers in the region, keeping the stores etc. Hence the most important 
top management posts are that of chief executive and production 
managers. Both of these jobs are dominated by technicians, namely, 
engineers. Therefore, most of the managers do not have the appropriate 
educational background and training that will help them to understand 
and use accounting information effectively. Although, most of them 
have said that they have some knowledge of accounting, which they have 
been taught during their undergraduate or postgraduate level, it is 
not to the level that makes them appreciate the role of accounting 
in all facets of their job.
All production managers in the surveyed companies are engineers 
and two thirds of chief executives are engineers. The other third of 
chief executives are public administrators, who also have no great 
knowledge in accounting. Financial ability of most of the managers as 
measured by their educational background and experience is almost 
negligible, with the exception of one manager who held the post of deputy 
general manager for production, who is a graduate of business adminis­
tration, with a master of business administration from U.K. People 
who hold similar jobs in other factories are also engineers. However, 
the company which has one of its top management with financial ability 
makes more use of accounting information than the others. Thus, there 
is a correlation between the top management financial ability and the 
use of accounting information. However, the evidence is not very strong 
and again should be considered tentative because other factors may be
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more influential. It should be tested by future research which takes
a larger sample across developing countries. Although this finding is
weak, it coincides with the intuitive argument, since one could argue
that management with financial ability may provide additional status
and opportunity for greater influence for the controller. Because
they have got the knowledge in accounting, they know its importance
and they could understand the controller's language. Also it coincides
with the finding of Sathe (1982), who found that,
"The greater the degree of corporate manage­
ment's financial background, the greater the 
degree of typical controller involvement in 
decision making".
Considerable evidence has been found in the Western literature 
which indicates that the particular function (production, sales etc.) 
accounts in large part for the variations in the manager's work. 
Production managers were found to spend more time with subordinates, 
had less time alone, had more variety in their work, and experienced 
greater fragmentation of work, and spend most of their time in 
inspection (Stewart 1967). In the case of Sudan as we have argued 
in a previous chapter, production managers spend most of their time 
in the factories directing and observing. However, if we look at the 
background of the chief executives and their deputies in the Sudanese 
textile industry, we will find that most of them have been production 
managers. Most of them have the same orientation of their previous 
jobs, i.e., they are inclined towards talking to subordinates, observing 
what is happening in the organization, and hence depend mostly on 
information which they receive informally through direct observation, 
and informal contacts, see chapter (6). Hence, the accounting informa­
tion is used only to confirm their observation, if it is used at all.
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Moreover, their reaction to the environmental conditions makes the 
nature of their work similar to what Stewart (1967) described as 
"trouble shooters". They are concerned with a fragmented work pattern, 
which is apparent from their large number of fleeting contacts, 
observed during the interview time. The fragmentation arose because 
they had to cope with crisis. Most of their time is spent dealing 
with problems, as they arise and which need a speedy solution. The 
failure to solve such a problem is likely to have a rapid and dramatic 
repercussions (low capacity utilization and consequently very great 
losses). This leads most of the managers in Sudanese textile industry 
to place a greater degree of importance on external contacts to help 
them insolving the problems quickly, and consequently they place a 
lesser degree of importance to planning and control as we have seen 
in a previous section of this chapter. Sudanese managers considered 
external relations as more important and planning as less important. 
Stieglitz (1969) found the same for non-USA executives and the 
reverse in USA.
7.3.3. Managers Orientations Towards Financial Analysis
Sathe (1982) distinguished between financial ability and financial 
orientation. According to him financial orientation denotes the degree 
to which an executive relies on financial information and analysis 
and emphasizes financial control in his or her approach to management. 
While financial ability as used above denotes the degree to which an 
executive is personally able to work with and interpret the significance 
of variances, trends and other financial data and to use the financial 
control system effectively. Controllers were asked to what extent the 
managers in their firms are financially oriented that is to what extent 
management in their organizations rely on financial information.
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analysis and control.
In the public sector the responses of controllers indicate that 
managers depend to a great extent on financial information, analysis 
and control, the answers of the controllers are*.
"They rely on them totally".
"To the necessary extent for control and decision 
making".
In general, this appears to be the role of financial controllers in
government organization, that is, the financial controller should
make sure that any expenditure is within the budget limit. It is
therefore, necessary, that all decisions which have financial
implications are approved by the financial controller. One of the
chief executives said,
"The financial controller has a great role, 
because there are a lot of things without 
the approval of the financial controller, 
they could not be done. But this is mainly 
the financial spending aspects".
One of the controllers commented,
"The control reports are made for budget purposes, 
that is, to see that we have not exceed the budgeted 
amount, unless we have the approval of higher 
responsible authorities (Ministry of Finance)".
Hence, it appears that when the controllers themselves talk about 
reliance on financial information and control, it is,as argued before, 
mainly interpreted as a device for accountability and control over 
public receipts and expenditures, i.e. they are not looked at from a 
managerial (efficiency) point of view.
The responses of controllers in the private sector could be, 
however, categorized into three groups. The first group which
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represents a third of the controllers interviewed also believe that
their managers rely to a great extent on financial information and
control, examples of the answers are:
"They rely on it toally".
"To a great extent they rely on financial 
information".
The second group indicated that management relied only partially
on financial information supplied by the accounting department part of
the financial information supplied, or only part of the managers use
financial information. One of controller said,
"They rely on financial information to determine 
the liquidity position, position of debtors and 
creditors, and the position of losses".
Elsewhere he canmented,
"I provide six managers with costing and other 
types of information, but there is no response 
from them".
The controller of the other ccxnpany said,
"Not all managers rely on financial information, 
but those who use it rely on it essentially for 
their decision making."
The third group consists of two companies, whose controllers have
doubts as to whether their managers are using financial information
at all, one of them said,
"I do not know what the actual use they made of 
reports we submit to them. They do not know 
what they can get from the accounting department.
They are not aware of the contribution the 
accounting department can make to provide 
accurate, reliable and useful information".
Moreoever, when the controllers are asked about the dependency 
on financial information, analysis and control, they do not mention in
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their responses financial control or analysis at all, which may be 
taken as an indication to the less emphasis put on financial control 
and analysis.
Although, managers in the private sector depend on financial 
information to a greater extent than the public sector firms, it is 
not the case in the majority of companies. As has been reported in 
this section that the managers in the public sector are not financially 
oriented (they do not rely to a great extent on financial information, 
analysis and control). In the private sector companies only two of 
them, their managements are financially oriented. One of those 
companies is the company in which its controller has a significant 
role in solving business problems and also has an important influence 
on the major decisions taken in the organization. For the other 
company the controller has a higher than moderate influence on major 
decisions taken in the organization. Also in one company in which its 
managers are partially financially oriented the controller has a 
higher than moderate influence on decision taken in the organization, 
while all the other companies in the private and public sector the 
controller has a very minor influence on najor decisions taken in the 
organization (see table 5.4.)
This however, indicates a very high degree of correlation between 
the controllers' influence on major business decisions and the 
orientation of the organizations' management. One could generally 
argue that the higher the degree of financial orientation of top 
management, the greater the degree of influence of the controller on 
major decisions taken in the organization. This coincides with the 
findings of Sathe (1982), who found,
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"The degree of corporate controller involvement 
is higher in companies where management is 
financially oriented..."
However, the correlation between financial orientation of the 
organization's managers and the use of accounting analysis for 
solving the business problems seems to be a weak one. As v;e have 
found in chapter (5) controllers speak about financial information, 
but not financial analysis and control. Hence for the purpose of this 
study we should make the definition of financial orientation narrower 
than that used by Sathe (1982), i.e., to include only the degree of 
dependence on financial informaticxi for decision making, and hence 
its relationship could only sensibly be investigated with decision 
making (routine decisions taken in the organization, see Appendix B - 
chief executives questionnaire, question (5) and not with problem 
solving or control.
One might, however, argue that there is a very strong correlation 
between the role of the controller in solving business problems and the 
financial orientation of the company's executives (defined broadly).
The only company whose management depends on both financial information 
and on financial analysis is the company whose controller has a very 
great role to play in solving the company's problems. Hence one could 
generally argue that the higher the degree of financial orientation 
(broadly defined) of top management, the greater the role of the 
controller in solving the company's problems (see table 7.2.).
Moreover, what supports the latter argument more than the former one 
is that in the companies where management is financially oriented 
(narrowly defined) the controller has a role to play in solving 
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7.4. Management's Desires Regarding Controller Influence
According to "role thoery", the expectations of those with whom
a person works in an organization (what they would like him to do) have 
an important influence on the person's behaviour. Top management 
(chief executives) of the companies surveyed in this study have different 
degrees of desire for the controller's influence in major business 
decisions. According to role thoery such varying expectations (desires) 
held by management (the role senders) should influence the corporate 
controller's role (the focal role) (Sathe 1982). Table 7.3. shows 
these variations in both the desired and the actual role of the controller 
in the surveyed companies. The table shows a very strong correlation 
between the desired role of the controller and the actual role of the 
controller in major decisions taken in the organization as perceived 
by the chief executives. Thus, one could generally argue that the 
higher the chief executives desires regarding the controller's influence 
in major business decisions, the higher the degree of actual influence 
and vice versa. However, in two companies the desires of managers is 
greater than the actual role of the controller in decision making.
7.5. Managers Attitudes Towards Accounting
The author, attempted to assess the managers'attitudes towards 
accounting information by asking the controllers if their managers 
perceived accounting as a record keeping function, or whether it was 
considered to be more than that. Each controller of the surveyed 
companies was asked to make a judgement concerning his company's 
operating executives' perception of the accounting function. Table 7.4 
displays the judgements of the nine controllers.
Four controllers suggested that the majority of executives of
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Table 7.3. Relationship between Chief Executives* Desires regarding 
controller's influence in major business decisions, and 
the degree of actual influence.
Company Actual degree of 
Controller Influence
Desired degree of 
Controller Influence
Public Sector
Company 1 Low Low
Company 2 Low Low
Company 3 Low Low
Private Sector
Company 1 Medium High
Company 2 Low Low
Company 3 Medium High
Company 4 Low Low
Company 5 High High
Company 6 Low Low
their companies do not recognize the potentially wide spectrum of 
useful services that an effective accounting system could render. 
Managements immediate concern is the safeguard of assets as maintained 
and affirmed through a book keeping system. Beyond this particular 
service they neither ask nor expect much. Two companies controllers 
mentioned that some of the executives in their companies think so, 
but others recognize the additional services the accounting department 
could render. Two controllers reported that a few of the executives in 
their companies had a very narrow view for the accounting function. 
However in only one company did none of its executives have this 
narrow view. The controller of this company said.
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Table 7.4. Managers' Attitudes Towards Accounting
Managers who per-; 
\ceive the main | 
^\goal of
accounting 






Some of them Few of them 
think so think so













"It is a financial administration, in addition to 
record keeping, its goal is to provide finance, 
prepare studies for value analysis and cost 
reduction".
The controller of the private sector company with only a few executives
regarding accounting as mainly record keeping, also said,
"...they differentiate between accounting, which 
is considered as mainly concerned with record 
keeping, and the financial administration which 
most of them considered to be more than that".
Hov/ever, there is a correlation between the number of managers who
- 186 -
think that the role of accounting is record keeping and the degree of 
influence controllers have on major business decisions and role of the 
controller has on solving the company's problems. The greater the 
number of executives who think that the goal of accounting is record 
keeping, the lower the influence the controller has on major 
business decisions and vice versa. The greater the number of executives 
who think that accounting goal is record keeping, the lesser the role 
the controller has got in solving business problems (see table 7.5.).
Hence, there is a correlation between the attitudes of managers 
towards accounting and the role which could be played by accountants 
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Chapter 8
Organizational Characteristics and The Use of Accounting Information 
The previous chapter was concerned with the managerial and personal 
factors and their relationship to the degree of sophistication of and 
dependence upon management accounting system in Sudanese cotton textile 
industry. This chapter will be concerned with the internal organiza­
tional characteristics and managers' decision and control processes 
and their relationships with the degree of sophistication of and 
dependence upon management accounting systems for decision making and 
control.
8.1. The Literature
It has been argued in the Western management accounting literature
that the organizational characteristics and design have, or should
have, a very great effect on the design of effective management
accounting system, e.g. Dermer (1977) stated,
"Understanding the particular characteristics of 
an organization is the first step toward 
specifying the details of a planning and control 
system... Only when this information is obtained 
can the most appropriate planning and control 
system be specified...alternative organizational 
designs...provide some understanding of the 
different demands that each may place on a 
planning and control system".
The factors which have been found to be related to the design and
usage of management, accounting systems are size, differentiation and
integration, decentralization, etc. e.g. Dermer (1977) argued for
differentiation and integration, and decentralization,
"Since planning and control systems support a variety 
of organizational activities, and can be used to 
accomplish many different ends, an understanding of 
how an organization structures itself (differen­
tiation) and allocates responsibility (decentralization) 
is necessary in order to design effective systems..."
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However Dermer is not the first one who has paid attention to
their relationships. The relevance of organizational variables to
the design of management accounting systems has long been recognized
in the Western accounting literature e.g. Horngren (1972) states,
"Ideally the organization itself and its processes 
must be thoroughly appraised, understood, and 
altered if necessary, before a (management 
accounting) system is constructed".
Management accounting has been closely linked with the questions 
of organizational structure. Several earlier accounting studies sought 
to examine how accounting systems might vary between different types 
of structural arrangements (Chenhall et al 1981).
The first study which focused clearly on both organizational 
behaviour and accounting concerns was the seminal work of Simon et al 
(1954). These researchers studied seven organizations, seeking insight 
into the question "What makes a controller's department effective?"
They were particularly interested in how effectiveness varied with 
the centralized or decentralized nature of the organization.
A second significant paper, which related accounting information 
to issues of structure was that of Golerabiewski (1964). He examined 
the role of accounting departments in firms that have traditional 
organizational structures which specify functions and processes, 
centralized authority and provide the means for detailed supervision.
Contingency theorists have argued that organization design 
(including management accounting system design) should be consistent 
with the internal characteristics of the organization. The most 
important studies have been developed by authors who considered the 
design of organizational structure. dimensions that have been
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widely examined by these researchers are size and technology e.g.
Child and Mansfield (1972), Pugh et al (1969). The latter provide 
other internal contextual variables such as origins and history, 
ownership and control etc.
In recent years there has been some interest in applying contingency 
theory to the analysis of effective design of management control and 
accounting systems, e.g. Waterhouse and Tiessen (1978), Bruns and 
Waterhouse (1975), Hayes (1977), Watson (1975) among others.
A fundamental difficulty which is associated with contingency 
approaches to management accounting system is the lack of consistent 
classification of variables that describe the contextual setting and 
the purpose of accounting system (Chenhall et al 1981). The purpose 
of the accounting system is often constructed in terms that reflect 
the effectiveness of the management control systems to the organization 
e.g. Hopwood (1974) and Hayes (1977) or the characteristics of the 
system itself e.g. Ansari (1977) and Amigoni (1978). In attempts to 
identify the contextual variables some studies use constructs that 
aggregate factors into broad dimensions such as "stable-dynamic" 
e.g. Watson (1975), or particular elements of context such as size, 
structure and technology among others e.g. Bruns and Waterhouse (1975).
The approach used in this study, however, is to take the general 
features of the management accounting system (namely budgeting and 
cost accounting) and the general managerial use of control systems on 
one hand and try to identify particular elements of context such as 
size etc. to describe the internal contextual setting of the management 
system on the other hand; and the interrelationships between these
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factors. The more specific measures of context are believed to provide 
a richer description of the setting of management accounting system 
(Chenhall et al 1981).
8.2. Contextual Factors
8.2.1. Size
Many who write about management accounting claim that the
use of accounting for decision making and control is associated with
the degree of complexity and size of the organization e.g. Savage
(1967) stated,
"...as the business enterprise increases in size 
and complexity, management is less and less able 
to satisfy its need for control information by 
means of personal contacts and observations.... 
the fact of management's increasing reliance in 
a growing business on the use of standards of 
comparison and a systematic method of reporting 
information".
In another place he argued,
"... the evolution of cost accounting has come
in response to the growth of business organizations
in size and complexity..."
Keller (1957) argued,
"The need for management accounting increases in 
direct ratio to the number of operating units and 
management personnel in the business".
This implies that the sophistication of the accounting system 
depends among other factors, upon the size of the organization. The 
intuitive argument is that when the firm is small, the owner-manager 
could be informed by directly observing what is happening in his firm
and by direct contticts. vJhen the organization grow in size he will
be in need of methods other than direct observation and accounting is 
the most important formal information system known in business 
organizations.
- 192 -
For the purpose of this study size of each organization was 
measured by the number of employees.
In a contingency theory framework V^atson (1975) viewed management 
accounting system as one dimension in a multidimensional organization.
It is with this perspective that we could think of a contingency 
theory of managerial accounting, for it seems obvious that the manage­
ment accounting system could vary just as easily as any other 
organizational dimension. Size have been found by many authors, e.g.
Pugh et al (1969), who have taken a contingency approach to the study 
of organization structure, to be the most important factor upon which 
organization structure depends. Hence, in a contingency theory frame­
work size could be thought of as having a great effect on the develop­
ment of sophisticated management accounting system and the role 
management accounting system and controllers could play in decision 
making and control in organizations.
Generally speaking there is a correlation between the sophistication 
of the management accounting techniques and the size of the firms in 
Sudanese cotton textile industry. From the data collected for this 
study we found the following:-
(1) In the private sector the three largest firms among the 
six surveyed in this study, which employ 2,000 employees 
or more have got more sophisticated accounting systems 
than those employing less than 2,000 employees.
(2) In the public sector, the only firm which has a cost 
accounting system and standard costing system among 
the surveyed companies in this sector, is the 
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the same range of size of those who have got 
sophisticated management accounting systems in 
the private sector, e.g., employs more than 
2,000 employees. See Table 8.1. (the 
information in table 8.1 is obtained from the 
chief executives (see chapter (3)), and from 
chapters (4) and (5)).
Therefore, one could generally argue that in the Sudanese cotton 
textile industry very large organizations (employing 2,000 employees 
or more) have got management accounting systems which are more 
sophisticated than smaller ones, without consideration to the private 
and public sector dichotomy.
There are differences, however, amongst the largest organizations 
which the table does not reveal. It has been stated in chapter (4>, 
that the management accounting systems in the private sector firms are 
more sophisticated than those of the public sector. Thus, it is worth 
mentioning here that the management accounting systems of the largest 
firms in the private sector are more sophisticated than that of the 
largest firm in the public sector.
Another point which could be deduced from the table, and could 
cast some doubts on the argument for the effect of size on the 
sophistication of the management accounting systems, is that some of 
the smallest firms do have a more sophisticated management accounting 
system than medium size ones. Actually it is only one company. This 
will not entirely refute our argument, but v;e need to stress that size 
seems not to be the only determining factor, rather it is one amongst
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various factors.
Although accounting and accountants have no great influence in 
decision making, problem solving and control in the Sudanese cotton 
textile industry (with the exception of one firm see chapter (5)) there 
is a relationship between the level of influence of accounting and 
accountants in decision making, problem solving and control and the 
size of the organization (see table 8.1). The only firm where 
accounting and accountants have a really significant influence in 
decision making and control is in one of the largest organizations. 
However, the others in this category (large organizations)do tend to 
have a greater degree of influence for accounting and accountants in 
decision making and control, than organizations in other categories. 
Generally speaking accounting and accountants in larger firms have 
got a greater degree of influence on decision making, problem solving 
and control than that prevailing in medium and small size organizations.
Thus, size seems to be one of the factors which has an effect on 
the degree of sophistication of the management accounting system and 
its role in the organization. This, supports the intuitive argument 
(see page 191 of this chapter).
Size could also have an indirect effect on management accounting 
systems and their role in organizations, that is by affecting the 
organization structure which affects management accounting system 
design and its role in the organizations. This is the type of 
relationship examined by most of those who have done research in the 
area of applying organizational contingency theory knowledge to manage­
ment accounting system design and its role e.g. Bruns and Waterhouse 
(1975). However, in this study size does not seem to have any
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relationship with the organizations' structure.
8.2.2. Origin and History
An organization may have grown from a one-man business over a 
long period of time, or it may have been set up as a branch of an 
already existing organization. An adequate study of these factors on 
organizational structure and control systems must be conducted on a 
longitudinal basis (Chandler 1962), but in a study like this study, it 
is possible to define and make operational three aspects of this concept 
(Pugh et al 1969).
(a) Impersonality of origin
This variable distinguishes betwen enterpreneurial organisations, 
personally founded and beauracratic ones, founded by an existing 
organization. Chief executives were asked about the histor^ and origin 
of their organizations (see chapter (3) and Appendix (B). This factor, 
however, does not seem to have any effect on the sophistication and 
the role of the management accounting systems in Sudanese cotton 
textile industry. Most of the companies surveyed are beauracratic 
(founded by existing organizations). Among these firms, however, we 
found different degrees of management accounting sophistication and 
different level of influence for accounting and accountants in decision 
making and control. There is only one firm which is personally founded, 
and hence one could not generalize for such a type of organizations.
It seems that this aspect could be extended to differentiate 
between government founded organizations and private sector founded 
organizations. In this respect one could find that the origin of the 
organization has an effect on the degree of sophistication of the 
management accounting system and its role. Generally speaking:-
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(i) management accounting systems are more sophisticated 
in the private sector than in the public sector, and 
(ii) management accounting and accountants have a greater 
influence in decision making and control in private 
sector firms than that they have got in the public 
sector.
(For details of this see chapters (4) and (5) in 
this thesis).
(b) Age of the Company
The Age of the company seems to have a relationship with the 
level of sophistication of management accounting system and its role 
in Sudanese cotton textile industry, for:-
(i) the oldest three companies in the private sector have 
got the most sophisticated management accounting 
system in this category, and 
(ii) the oldest company in the public sector is the only 
one which has got a cost accounting system in 
this sector, and 
(iii) in all these firms the level of influence the
management accounting systems and accountants have 
got is greater than what they have got in other 
organizations.
Therefore, generally speaking the age of the organizations has 
a relationship with the sophistication and role of management accounting 
systems, among other factors.
(c) Historical changes
Two types of changes, i.e., change in the product range offered 
and ownership seems to be associated by changes in the organizational
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design and accounting is one aspect of that. Only one type of change 
has occured in two firms, that is the change of ownership. These 
organizations have inherited a very sophisticated management accounting 
systems from the companies which founded them (foreign companies).
Thus, their management accounting system sophistication not only has 
been affected by this fact, rather it is the result of it. On the 
other hand the influence of the management accounting system and 
accountants in those organizations is less than that which prevailed 
earlier and as is suggested by the ability of both the system and the 
accountants. This, however, is only partially due to the change of 
ownership and partially due to the change which took place in external 
environment of the industry (see chapter (10)). Hence, the systems 
and the ability of accountants in these firms are not utilized to their 
maximum by these organizations.
8.2.3. Technology
Technology which comes second to size on its affect on the 
organization structure dimensions (Pugh et al 1969) (and management 
accounting system is one of them) has been kept as an invariable factor 
for the purpose of this study, by studying firms from only one industry. 
Thus, technology could not be used as an explanatory factor to the 
variations of the degree of sophistication of management accounting 
system and its role in Sudanese cotton textile industry. Nevertheless 
according to Woodward (1965) and Perrow (1967) classifications the 
textile industry could be classified as simple routine technology 
industry. Under such an industry one would expect to find a high 
reliance on budgeting and cost accounting for decision making and 
control. (Chenhall et al 1981). This was not, however, the case in 
most of the organizations surveyed in this study. Other contextual 
factors seems to be more influencial than technology in determining
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the degree of sophistication of management accounting system and its 
role, factors like size, age, environment etc.
8.3. Organizational Structure
Much of the research on organizational structure deals with the 
way in which an organization is arranged into subunits, and the nature 
of the relationships between subunits (differentiation and integration) 
Formal structure (differentiation and integration) is one of the most 
important aspects of internal context that influences the design of 
management accounting system. The way in which organizations 
differentiate and integrate their activities can affect managerial 
decision and control. For this reason, management accounting systems 
which are designed to provide information for decision making and 
control must be consistent with the broad intent of structure. On the 
other hand management accounting forms an important part of the 
information and control systems that reinforce and support the basic 
intent of the formal structure. (Chenhall et al 1981).
A point which is stressed in modern organization theory literature
and management control system design, and in the conceptual framework
of this study, is the circular relationship between organization
structure and management control system. Dermer (1977) explained the
nature of this circular relationship, he stated,
"Research has shown that organizations are generally 
structured in a way that helps accomplish their 
strategies. In other words, strategy determines 
structure and responsibility allocation. One purpose 
of a planning and control system is to help an 
organization to determine what its strategy should 
be. And one output of the strategic planning 
process may be a recommendation to change the 
organization's structure and allocation of 
responsibility".
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Hence, the influence the accounting system might have over 
organization structure is through strategy formulation. However, in 
the case of the Sudanese textile industry, as we have found in a 
previous chapter, all the strategic planning is done outside the 
organization, i.e., by bodies other than the management of the 
organization (owners and boards of directors in case of private sector 
and government bodies in the case of public sector). In addition to 
the fact that controllers are perceived to have no role in the strategic 
decisions. Thus, it is apparent that the management accounting system 
is not and will not be used in the strategic planning process, and 
therefore the management accounting system has no effect on the 
organizations structure and allocation of responsibility, or in their 
internal and external context.
This may imply that, in terms of Anthony (1965), administrative 
and operational processes are the only processes carried out by 
Sudanese cotton textile managers. As the nature of the tasks to be 
planned and controlled must be reflected in the planning and control 
systems designed for the organization, we expect that management 
accounting systems in Sudanese textile industry firms to be used for 
planning and controlling these activities only.
8.3.1. Differentiation (segmentation)
An essential part of formal structure is the segmentation of 
organizational activities. Segmentation could be considered as a means 
of enabling organization's environment to be divided into parts that 
are manageable by organization's decision makers (Chenhall et al 1981). 
The chief executives were asked about the organization structure (see 
chapter (3) and Appendix B). All the companies surveyed in this study
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have a very simple segmentation, they are functionally organized, the 
functions are in most of the organizations:-
(a) Production department,
(b) Financial Department,
(c) Personnel Department and
(d) Commercial or Sales Department
in most cases the commercial (or sales) department is just a section 
in the financial department.
These sub-units are expense centres concerned with administrative 
and operational activities.
8.3.2. Integration (co-ordination)
Formal structure involves more than differentiation. Given that 
the organization is differentiated, it must seek to ensure that the 
sub-unit activities are co-ordinated and that they collectively aim 
to attain the overall goals of the firm. It is the purpose of 
structural integration to achieve co-ordination (Chenhall et al 1981). 
Lawrence and Lorsch (1967) refer to integration as the degree of 
collaboration and mutual understanding actually achieved among various 
organizational sub-units. For a detailed discussion to the ways in 
which firms in Sudanese textile industry achieve co-ordination, see 
chaters (5) and (6).
The task of studying the relationship between management 
accounting systems and structure involves a consideration of the whole 
set of structural mechanisms (see chapter (2)), rather than just the 
differentiation and integration of the organization's activities, 
because the way in which these dimensions are realized involves the 
use of formal structural mechanisms. The level of differentiation is
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determined by the amount of freedom given to subunit managers to follow 
their own ways of managing. Structural mechanisms which are concerned 
with this are the extent to which managers have decision making autonomy 
and the degree to which their decisions are subjected to direction 
from above. The other aspect of structure that influences differentiation 
is the extent to which managers' actions are influenced by integrative 
mechanisms that direct decision making. In organizations with a low 
degree of sub-unit differentiation managers' decision can be guided or 
directed by rules and routines, by specifying through the formal 
hierarchy who is responsible for particular actions and by a degree of 
planned activity.
8.3.3. Organization Structure and Its effect on Management Accounting 
Systems Techniques and Role
In organizations with a low degree of sub-unit differentiation, 
managers' decisions can be guided or directed by rules and routines, by 
specifying through the formal hierarchy who is responsible for particular 
actions. The high dependence on rules, routines and meetings for 
co-ordination, leads directly to a low degree of dependence on accounting 
for co-ordination, i.e., budgets lose their function as a co-ordination 
device. Since in the case of Sudanese textile industry, firms are not 
highly differentiated, co-ordination could be achieved by such simple 
means, and is not in need of very complex methods of co-ordination.
These mechanisms may be considered to be relatively uncomplicated and 
appropriate for such a low differentiated firms, where this low 
differentiation does not cause integration problems. Procedures 
specification has important implications for the organization (Water­
house and Tiessen1978 ). Perhaps the most important effect of specified 
procedures on control is that they increase the dependence on direct 
control measures which specify procedures and then evaluate performance
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in terms of adherence to those procedures. Planning through procedures 
specification will decrease the reliance placed on planning through 
the budgeting process, and other accounting techniques. This is 
specially true for government-owned organizations, where procedures 
are specified and hence budgeting is considered as a routine or a 
procedure and not as a planning tool as we have argued previously in 
chapter (4), i.e., the question is not a question of efficiency or 
effectiveness, rather it is of have you exceeded your budgeted amount 
of expenditure on that item or not?
The degree of standardization is an area where there is a clear 
distinction between private and public sector companies. All public 
sector companies have got a manual of procedures, and hence they have 
the tendency to increase the dependence on manuals for planning and 
control. While in the private sector, with the exception of one 
company, all companies have got no manual of procedures. As we have 
found previously in chapter (4),generally speaking the level of 
sophistication of management accounting system among private sector 
companies is greater than that prevailing in public sector firms. Also 
we have found in chapter (5) that the degree of influence of accounting 
and accountants is greater in private sector companies, than those 
prevailing in public sector firms. From this one could infer that there 
is a correlation between accounting and its role and the degree of 
standardization of procedures. Hence, one could generally argue that 
standardization of procedures,among other factors, has got an effect 
on the level of sophistication of accounting techniques and the 
influence of accounting and accountants in decision making and control. 
Table 8.2 shows this association.
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Table 8.2. Relationship Between the dependence on rules and routines 
and the level of MAS sophistication and the Role of 
Accounting and Accountants.
COMPANIES




















Sector High Low Low
The other dimension of structuring of activities of the organization 
is formality, defined in this study as formal jobs description and 
written policies. Generally speaking, it appears that there is no 
relationship between this dimension (formality of activities) and the 
level of sophistication of management accounting system or its role in 
the organization. All the government-owned firms have got job 
descriptions for all employees, except machine-operators, and written 
policies (for the level of their MAS sophistication and role of 
accounting see table 8.2.). Most of the private sector companies 
surveyed in this study (^ ) have got written policies and job 
descriptions for all non-machine operators employees. Only two companies 
have got no job descriptions, and one of them have not got written 
policies either. Among the % are those who have got the most sophisticated 
management accounting systems in Sudanese cotton textile firms, and 
their controllers have got the highest influence for accountants and 
accounting in decision making and control (see table 8.3.).
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Hovjever, a closer look at the data collected for the purpose of 
this study will reveal that the two firms who have got a lower degree 
of formality (one has got no written policies and job descriptions 
and the other no job descriptions), have got the least sophisticated 
level of management accounting system and have also got the least 
influence for accounting and accountants in decision making and control 
(see table 8.3.). Thus, one could infer from this that among the 
private sector companies those which have got greater degree of 
formality of activities tend to have more sophisticated management 
accounting systems; and accounting and accountants in those companies 
have got more influence on decision making and control than on those 
which have got a lesser degree of formality (see table 8.3.).
Table 8.3. Relationship Between Degree of Formality and the Level of 
sophistication of MAS and the role of accounting and 









of Influence of 
Accounting and 
Accountants
4 High High High
2 Low Low Low
The intuitive argument is that those companies with a lower degree 
of formality of activities, depend on informal methods of control and 
decision making e.g. personal observation, direct personal contacts etc. 
However, the intuitive argument is consistent with what has been found 
in chapter (6), that some of the companies give a very great importance
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to direct personal contacts and other informal methods of informing 
and control. These companies (two companies with low degree of 
formality) are the highest in that aspect. In addition also the 
company which has got no written policies emphasize the role of 
direct instructions for employees. When I asked the deputy chief 
executive about what they do when there is a change of plans or 
policies, he replied,
"By issuing instructions for the departments in 
question"
Thus, one could generally argue that for the private sector 
companies the degree of formality affects the level of sophistication 
of accounting systems and the role accounting and accountants play 
in the organization. The higher the organization in the degree of 
formality, the higher the level of management accounting system 
sophistication and the higher the degree of influence of accounting 
and accountants in decision making and control.
We conclude that highly structured organizations, i.e. 
organizations that are highly standardized and. which formalize activities, 
(government-owned) depend to a large extent on rules and procedures 
for control and decision making. Highly formalized companies depend 
to a large extent on accounting for decision making and control and 
have a sophisticated management accounting system. The lowly structured 
organizations (have low degree of both standardization and formalization) 
depends to a large extent on informal methods for control and decision 
making.
Hence, we conclude that highly or loosely structured firms rely 
on means of control and decision making other than accounting, and
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only highly formalized but lowly standardized firms depend to a large 
extent on accounting for control and decision making.
The implication of this finding is that there is a strong relation 
between the structuring of the activities of the organization and their 
reliance on accounting information for controlling the activities of 
the organization. Highly structured organizations (highly standardized 
and formalized) seem to depend on the adherence to rules, routines and 
policies to control the organization. Loosely structureiorganizations 
(lowly standardized and formalized) seem to depend on informal methods 
to control their activities. But, when there is a degree of formality, 
but they do not depend on routines and rules for control, accounting 
information has a role to play.
8.3.3.1. Concentration of Authority
There is an association between the degree of autonomy on one 
hand and the use made of accounting information and the influence of 
the controller in decision making. If most of the important operating 
decisions are taken above the general manager level, it is obvious that 
those managers can hardly use accounting information for making those 
decisions. Moreover, the controller's influence on decision making is 
low because his boss has no great influence on the decisions, so he 
also is expected to have no influence on those areas too. From this 
follow the influence on control and the sophistication of the manage­
ment accounting system.
There is a relationship between the degree of autonomy and the role 
of accounting and accountants in decision making and control and the 
sophistication of management accounting systems. Generally speaking
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all the government-owned firms have got a lesser degree of autonomy 
than the private sector firms; and we have also found in chapters (4) 
and (5) that government-owned firms have got a lesser sophisticated 
management accounting system and a lesser degree of controller influence 
on major operating decisions and control. Moreover, among the private 
sector those companies with a lower degree of autonomy have the least 
sophisticated management accounting system and the least influence of 
controllers in major operating decisions and control.
Hence, one could generally argue that the degree of autonomy has 
also got an effect on the degree of sophistication of management 
accounting systems and the role of accounting and accountants. The 
greater the degree of autonomy the greater the relative degree of 
sophistication of management accounting system and the greater the 
relative degree of the influence of accounting and accountants and 
vice versa.
Also the degree of autonomy have got a relationship with the 
orientation of the managers. Managers who are internally oriented 
have got a greater degree of autonomy than externally oriented managers. 
However, which one affects the other is beyond the concern of this 
thesis.
The degree of centralization have been argued for in the accounting 
literature to have a decided bearing on the management's need for 
accounting information.
However, centralization of authority, as measured for the purpose 
of this study, does not seem to have any effect on the sophistication
- 209 -
of management accounting system or the role of accounting and accountants 
in the organization. All the firms, private and public, have got a 
very high degree of centralization, and as we have found in previous 
chapters they have got different management accounting system 
sophistication level and role of accounting and accountants.
Among other factors, the high degree of centralization in all 
firms is due to the fact that all firms are functionally organized, 
i.e., lowly differentiated. In functional organizations, top manage­
ment must plan and co-ordinate activities of the functional units and 
resolve disputes between their managers. In such organized firms 
no subordinate has the same broad prospective of the business that 
the president or general manager has. Many decisions, and almost all 
of the important ones, will affect more than one function in the 
business. Delegating the authority for such decisions to one 
functional manager may result in a biased decision. Therefore, in 
the case of Sudanese cotton textile industry, firms try to avoid this 
by adopting the philosophy of centralization of decision making, and 
involving all the functions managers in the decisions.
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Chapter 9
Characteristics of The Accounting Function and The Use of accounting
Information
The previous chapter was concerned with the internal organizational 
characteristics and managers' decision and control processes and their 
relationships with the degree of sophistication of and dependence upon 
management accounting system for decision making and control. One 
specific aspect of internal organizational characteristics is the 
characteristic of the accounting function. Because of its importance 
for the purpose of this study, we have separated it from the other 
organizational aspects and investigated it more thoroughly. This 
chapter will endeavour to study the relationships between the 
characteristics of the accounting function itself, which have been 
reported in the West as well as in the developing countries management 
accounting literature, to influence the management use of accounting 
information for decision making and control and the role of accounting 
and accountants in decision making and control in Sudanese Cotton 
Textile companies which was reported in chapter (5).
9.1. Factors Affecting the Proportion of Time Spent on Management 
Service
According to the Financial Executives Institute the areas of 
responsibilities assigned to the controllership function are:-
(1) Planning for control. To establish, co-ordinate, and 
administer, as an integral part of management, an 
adequate plan for the control of operations. Such a 
plan would provide, to the extent required in the 
business, profit planning, programmes for capital 
investing and for financing, sales forecasts, expense 
budgets, and cost standards, together with the
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necessary procedures to effectuate the plan.
(2) Reporting and interpreting. To compare 
performance with operating plans and standards and 
to report and interpret the results of operations
to all levels of management and to the owners of the 
business. This function includes the formulation 
of accounting policy, the co-ordination of systems 
and procedures, and the preparation of operating 
data and of special reports as required.
(3) Evaluating and consulting. To consult with all segments 
of management responsible for policy or action concerning 
any phase of the operation of the business as it relates 
to the attainment of objectives and the effectiveness of 
policies, organization structure and procedures.
(4) Tax administration. To establish and administer tax 
policies and procedures.
(5) Government reporting. To supervise or co-ordinate the 
preparation of reports to government agencies.
(6) Protection of assets. To ensure protection for the 
assets of the business through internal control and 
internal auditing and by ensuring proper insurance 
coverage.
(7) Economic appraisal. To appraise economic and social 
forces and government influences continuously and to 
interpret their effect upon the business.
Sathe (1982) summarized these aspects into three areas as follows:
(1) Preparation of reports for stockholders and government 
agencies (responsibilities 4 and 5).
(2) Protection of assets (6), and
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(3) Provision of information and analysis to assist 
management in the running of the business.
The controllers allocation of time to these activities (areas of 
responsibility) influences his influence and role on major decision 
making and control. Research in the West suggests that a major factor 
limiting the controller's and accounting influence in decision making 
and control is the financial reporting activity which is clearly 
defined and programmed to a rigid schedule, thus taking up considerable 
time and attention. In contrast, the responsibility for contribution 
to the business decision making process lacks formal specification and 
is therefore neglected e.g. Hopper (1978) and Simon et al (1954).
Hopper (1978) in a study of 12 management accountants found that 
although a majority of the accountants and managers with whom they 
worked desired greater decision making involvement for the accountants 
this was not in fact happening. A major reason for this v;as that the 
book-keeping activities which were clearly defined and programmed to 
a rigid schedule, took up considerable time and attention. In contrast 
the liaison and service activities, which offered the opportunity for 
greater involvement in the business decision making process, lack 
formal specification and were consequently neglected.
Sathe (1982) argued that it is likely that the pre-occupation of 
the controller with internal control activities could limit the 
controller's involvement in business decisions. In general as the 
preoccupation with other activities increases, the time and energy that 
the controller has available for participation in business decisions 
diminishes, thus limiting involvement.
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Three sets of data are used to examine this
(1) The first set of data deals with the extent to which 
the controller's time is spent on meeting the demands 
of record-keeping versus those of management service.
To the extent that the controller is preoccupied with 
the former, the time available for the latter is 
limited.
(2) The second set of data deals with the strength of the 
company's internal audit activity. To the extent 
that the internal audit activity is strong the 
controller has fewer concerns about internal control 
and more time is available for other responsibilities.
Under these conditions, the degree of controller 
influence in business decisions and control may be 
greater (sathe 1982).
(3) Controller influence maybe facilitated if the book­
keeping activities are computerized, thus allowing 
more time for the service function (Hopper 1978).
9.1.1. Time Spent on Book-keeping Activities
In government-owned firms most of the time of the financial or 
accounting departments is spent on record-keeping, so little time is 
left for internal reporting and management service. In most of the 
cases only the financial controller participates in committees, and is 
the only person who have got direct informal contacts with operating 
managers. There is an exception in just one company in which we 
found both financial manager and a financial controller, where both of 
them participate on committees and have got direct informal contacts 
with operational managers. However, this company is the only one in
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the public sector which has got a costing and a standard costing system, 
and we have reported in the previous chapters that accounting and 
accountants have got a greater role in decision making and control in 
this company than in the others in this sector.
In the private sector companies, for those two companies which 
have the least sophisticated accounting system and the least influence 
of accounting and accountants in decision making and control; we found 
that only the controller himself participates in committees and has 
direct informal contacts with operation managers; and the financial 
controllers' staff spent their time in record-keeping and reporting. 
However, it is worth mentioning here that there is no distinction 
between internal and external reporting in these companies and the 
public sector ones.
A third company does have a distinction between internal and 
external reporting and give more attention to internal reporting; but 
in it also the controller is the only one who participates on committees 
and has got direct informal contacts with operation managers. This 
company, however, has got a great role for accountants and accounting 
in internal decision making and control, than the above mentioned 
two.
In the other three companies in the private sector which have 
the greatest role for accounting and accountants, they have got the 
participation of one or more of the controllers' staff other than the 
financial controller himself in committees, and also those persons have 
got informal contacts with operation managers. However, the proportion 
of time spent on these activities range between 10-20% of the time of
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those people. Also the other staff give relatively more time for 
internal reporting, than other companies surveyed in this study.
All this seems to indicate that there is a correlation between 
the proportion of time spent by the controller staff in different 
activities (specially internal reporting, informal contacts and 
participation on committees) and the perceived importance of the 
controller in decision making and control, i.e., because the controller 
and his staff are preoccupied with record keeping the time available 
for management service is limited (see page 212 and 213 of this chapter).
However, the participation of the controller only or very few 
of his staff in committees and the fact that only the controller has 
direct informal contacts with operation managers, is consistent with 
the findings of the preceding chapter that decision making is highly 
centralized in Sudanese Textile Industry. The fact that decision 
making is highly centralized, and that major decisions are taken in 
high level committees, makes it logical to have only the controller 
himself in those committees (as reported in the previous chapter) and 
to find him only or few people from his department involved in direct 
informal contacts with operation managers.
9.1.2. Strength of Internal Control (Audit)
In all government-owned firms the internal audit is in the head­
quarters, but it is a weak (in the sense that it pays only one visit 
to operating units in 3 years) and weakly-staffed one. thus, the 
accounting departments in these firms have to cater for internal control 
(audit) also, and hence they have to spend some of their time performing 
this task.
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In three companies of the private sector companies surveyed in 
this study, they have got established internal audit departments, which 
report directly to the general managers. These companies are the 
companies which have got the greatest role for accounting and accountants 
in internal decision making and control amongst the companies surveyed 
in this study. The other three have not got internal audit departments 
and the accounting departments in these companies should take care of 
internal control. These companies have the least influence of 
accounting in internal decision making and control in this sector.
Hence, there seems to be an association between the strength of 
the internal audit departments and their independence from accounting 
department in one hand, and the role accounting and accountants could 
play in internal decision making and control; i.e. to the extent that 
the internal audit function is strong, the accounting function has 
fewer concerns about internal control and more time for management 
service.
9.1.3. The Use of Computers in Accounting Activities
In all government-owned firms and four of the private sector 
companies the computer is not used at all. In two companies, however, 
all the record-keeping activities are performed by the computer. In 
one of them about 40% of the interim internal reports are prepared by 
the computer. In one company they are in the process of introducing 
a computer.
There seems to be an association between the level of computer­
ization and the role of accounting and accountants in internal decision 
making and control; since the tv;o companies which have got computers
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and use them to perform most if not all record keeping activities are 
amongst the firms which have the greatest role for accounting and 
accountants in internal decision making.
However, the implication of this finding is that when computers 
are used in performing record-keeping functions, this frees the 
accountants time to perform the liaison function. This has been recently 
advocated by some writers in the West (Sathe 1982 and Hopper 1978), but 
they have not been able to provide empirical evidence for it. Hopper 
(1978) said,
"Unfortunately, no data measuring computerization 
of accounts and system effectiveness was collected.
The advent of effective computerized accounting 
systems may however be a major factor influencing 
the role of the accountant. Where such changes have 
taken place, then the book-keeping activities and the 
demands of the work flow may be less significant, 
allowing the accountant greater time to develop the 
service activities".
Sathe (1982) stated,
"...controller involvement may be facilitated if the 
book-keeping activities are computerized, thus 
allowing more time for the service function...
Research for this book...did not directly measure 
the extent of computerization..."
9.2. Number and Qualifications of Accounting Staff
Shortages of qualified accountants have been advocated by a number
of authors, who wrote about management accounting in developing countries,
to be one of the main factors which limit the development of
accounting practice itself in developing countries. This is often
stated as a reason why accounting in developing countires is concerned
with record keeping only and not to be involved in decision making and
control e.g. Saleem (1981) said,
"... the researcher was struck by the frequency 
with which accountants, as well as operating
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managers, in discussing the role of the controller, 
would spontaneouslyrefer to a shortage of accountants 
as the main problem of accounting practice...But the 
problem may not rest with the number, perhaps it 
maybe the result of low skill and quality of 
accountants".
Abdeen (1974) stated,
"The problems related to economic development in the 
underdeveloped countries consist of the following 
factors... (3) the accute shortage of qualified 
managers and accountants (4) the lack of reliable 
data for planning and controlling economic 
activités".
Scott (1968) stated,
" most tasks of accounting beyond the basic double­
entry accounting system (record keeping) tend to be 
ignored by inadequately trained accountants...."
9.2.1. Number of Accounting Staff (Size)
Generally speaking, the percentage of accountants to the total 
number of employees in Sudanese textile industry is low (1.16%) 
relative to the percentage for industrial firms in USA (3.71%) for 
companies employing less than 5,000 employees and 3.02% for companies 
employing between 5,000-2,5000 employees as has been found by Sathe 
(1978 t18 ) see table 9.1. The definition adopted in this study for 
who are accountants is similar to the one used by Sathe (1978), i.e. 
number of people attached to controllership function. This, however, 
supports the previous arguments that the shortage of accountants is 
one reason for the limitations of accounting in developing countries 
to be concerned only with record keeping and not to extend to the 
liaison function of providing information for decision making and 
control. Hence, this could be one explanation among others to the 
general finding that accounting and accountants have got relatively 
no great influence in decision making and control in Sudanese textile 
industry.
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Table 9.1. Number of Accountants as a percentage of the total 




Total Number of 
Employees






Company 1 2,000 34 1.7%
Company 2 500 7 1.4%
Company 3 1,036 37 3.57%
___ -,
; Private Sector 0.93%
Company 1 2,000 37 1.55%
Company 2 8,700 63 0.72%
Company 3 600 7 1.16%
Company 4 805 4 0.5%
Company 5 3,000 30 1%
Company 6 1,170 17 1.45%
Total 19,811 230 1.16%
However, the relationship could be the other way around. Managers 
(for reasons mentioned in the previous two chapters and the next 
chapter) perceived that the role of accounting is mainly record 
keeping, and they are not in need for its services, and hence they 
gave the accounting function the size which enables it only to perform 
those tasks. This argument is supported by the findings of the previous 
two chapters, because if top management believes it needs more 
accountants it could employ more as company 5 in the private sector 
did. IVhen company 5 felt that it needed more analysed accounting
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information or a special type of study they brought a financial 
consultant from abroad. So, it seems that organizational and 
environmental factors and how managers perceived them in addition to 
managers' personal factors are far more important in determining if 
the accounting function is to be mainly for record-keeping or to be 
extended to include management service.
In addition table 9.1. suggests that the companies in which we 
found a relatively great role for accounting and accountants in 
internal decision making and control (company 1, company 2 and 5 in 
the private sector), were amongst those who have also a low percentage 
of accountants to the total number of employees, and in two of these 
three they have a percentage lower than the average for the sample.
Some of the companies which have a relatively low degree of influence 
of accounting and accountants have got a greater percentage of 
accountants to total employees.
Moreover, we could observe from the table that the average per­
centage of accountants to total employees in government-owned firms is 
greater than those of the private sector ones. We have found in 
previous chapters that accounting and accountants in the private sector 
firms have got a relatively greater role in decision making and control 
than in public sector firms.
These findings may be a reply to those who argue that if there is 
a large enough number of accountants, then accountants will have time 
to perform both record-keeping and liaison tasks, and also they may 
be able to teach managers and change their attitudes towards accounting 
by challenging their decisions and show them hov; they could contribute
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to solving business problems and effective control. Because, if it is
so the accountants in government-owned firms should have more time to
teach managers and change their attitudes towards accounting, but this
was not the case. So developments in the use of accounting as a
managerial decision-making service seems to be a question of the
accountants personality, background, management style and motivation
rather than a question of having a big staff to give them time for
management service, e.g. one controller said,
"There has been a change in the degree of influence,
which, the financial controller got in decision
making after the change of persons occupying the 
position".
Thus, it is apparent that the shortage of accountants is not the 
only reason for the concentration of the accounting function on record­
keeping activities, i.e. the size of the accounting department function 
have no relationships with the type of activities the function perform.
9.2.2. Accountants Qualifications
The previous discussion has concentrated on the quantity side only 
(Number of accountants), but this is only part of the issue, the other 
part is the quality of accountants, i.e., the qualification of 
accountants who have the sufficient knowledge to perform the manage­
ment service function, and who have the ability to challenge management, 
teach them and change their attitudes towards accounting.
The quality of accountants depends on at least wo factors (Saleem 
1981):
(1) the person ability of the accountants. People seem 
to vary in their willingness and ability to work 
and one need a pyschological study to investigate
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this factor, but this is beyond the purpose of 
this thesis.
(2) the accountants educational qualifications. For 
the purpose of this study the concentration is 
on this factor.
Accounting B.Sc., professional qualifications and accounting 
diploma are considered to represent proper educational background 
for accountants to be of an appropriate degree of knowledge and 
competence in performing liaison function of accounting. This is 
also true for people who have got B.Sc. in business administration 
or statistics, i.e., their existence in the controllership function, 
will increase the department ability to provide management service 
as the existence of qualified accountant.
Table 9.2. shows a summary of Sudanese Textile Industry, 
surveyed in this study, accountants educational background. The 
analysis of the table shows that the total number of accountants 
having a proper accounting qualifications add up to 31 accountants 
representing 13.5% of total number of accountants. That means 86.5% 
of the accountants do not have proper accounting background. This 
reveals the poor quality of accountants in this industry, and support 
the argument of those who say that in developing countries it is the 
inappropriate qualifications of accountants which leads to the low 
degree of sophistication of accounting systems and low degree of 
influence of accounting and accountants in decision making and 
control.
Moreover, table 9.2. reveals the fact that two companies from 














































































and accounting in decision making and control have got more than 
50% of the properly qualified accountants in the surveyed companies. 
Also the company in the public sector which has got the relatively 
higher sophisticated accounting system (by having a costing system) and 
role for accountants and accounting in internal decision making 
among the companies surveyed in that sector have the largest number of 
properly qualified staff in that sector. If we calculate averages 
for groups of companies according to the degree of the role of 
accounting and accountants in decision making and control, we will 
find the average of the properly qualified accountants is 6 for the 
companies which have got a relatively greater role for accounting 
and accountants in decision making and control, while it is 2 for the 
other category. See table 9.3.
Table 9.3. The Relationship between the Average number of qualified 
accountants and the Average degree of the Influence of 
Accounting and Accountants in decision making and control
Number of 
Companies
Average Number of 
Properly qualified 
Accountants
Average degree of the role 
of Accounting and Accountants 
in decision making and control
3 6 High
6 2 Low
Hence, we could conclude that the companies which have got a 
greater number of properly qualified accountants have got greater role 
for accounting and accountants in decision making and control. Thus 
it is the number of properly qualified accountants, and not the number
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of accountants perse, which have got a relationship with the role of 
accounting and accountants in decision making and control in Sudanese 
textile industry.
There are, however, two ways in which this could be interpreted. 
When, for a combination of environmental, organizational and managerial 
reasons it is thought that the accounting function need only be geared 
to record-keeping, it is not in need of many highly qualified staff.
But, in contrast, it could be argued that it is the very existence 
of qualified accountants which leads the development of more analysis 
and the provision of management to challenge their assumptions and 
show them the importance of accounting for decision making and control.
So, the relationship could be in either direction or a combination 
of the two effect.
Generally speaking there seems to be a correlation between the 
size of the firm and the number of qualified accountants employed by 
the firm. We could observe from table 9.2 that the number of qualified 
accountants is associated with the size of the firm, larger firms 
generally have got bigger number of qualified accountants.
A possible explanation to the relationship between the size of 
the company and the number of qualified accountants is that because 
of the increased complexity of the firm, there is a greater need for 
accounting for decision making and control and hence more qualified 
accountants are required. When the deputy chief executive of company 
5, which employs the largest number of qualified accountants was asked
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about what makes the role of the accounting function in their firm 
different from company 6, although they belong to the same owner, he 
answered,
"The size and complexity of this company, makes it 
on need for such an accounting department".
9.3. The Structure of the Accounting Function
Most of the work on the structure of the accounting function to 
date has been confined to whether the accounting department, particularly 
its management accounting sub-function, should be centralized or 
decentralized e.g. Argryis (1952), Simon et al (1954), Sathe (1978) and 
Saleem (1981). The centralized accounting structure is depicted as 
being functionally organized, i.e., all the accountants being placed 
in the same department. The decentralized accounting structure is 
usually depicted as one where the relevant accountants are a part of 
a department which is organized by geographic areas, products etc.
Decentralization of the accounting structure, it has been argued, 
increases the role accounting and accountants play in decision making 
and control e.g. Simon et al (1954) researching controllers departments 
concluded that there was a need for decentralized accounting departments 
in order to increase interaction and to personalize the communication 
between accountants and other managers. They believed this would help 
improve the quality and accessability of accounting information.
Dew and Gee (1973) studied accounting departments in ten companies, two 
of which has recently decentralized part of their management accounting 
function. The vast majority of managers in the decentralized structures 
reported a better understanding of accounts because of the greater 
educative role being available from the accountants. This had arisen 
because of increased interaction due to his greater accessability.
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The decentralized managers used and valued the accounting information 
more highly than their centralized counterparts. Hopper (1978) also 
found that the increased interaction arising out of decentralization 
be a major cause of higher evaluation and usage of accounting inform­
ation. It was reported in the previous chapter that all the companies 
surveyed in this study are functionally organized. Hence, the 
accounting function is highly centralized in all the firms studied.
9.3.1. The Structure of the Accounts and Reports
Another aspect of the structure of the accounting function, is 
the structure of the accounts and reports, and this may also be looked 
at from the view point of centralization or decentralization. A 
decentralized account structure is one that provides a maximum of 
information about individual subordinate organization units, by means 
of separate cost statements or profit and loss statements for individual 
units (Simon et al 1954).
All the surveyed companies in this study have got centralized 
account structure, since profit and loss statements are usually pre­
pared for the whole company, but not for individual units. However, 
in functionally organized companies we expect to find this because the 
functions depend on each other, and this leads to subjectivity in 
allocations of costs and receipts, Simon et al (1954) argued,
"Preparing formal periodic profit and loss statements 
for particular operating units is subject to one 
difficulty of a most fundamental kind. Whenever there 
is much interdependence between units, e.g., one set 
of units sells the product that is manufactured by 
another set of units, allocating of costs and 
receipts between them becomes a highly arbitrary 
procedure. No amount of accounting refinement in the 
accounting methods used for allocation could eliminate 
the fact of interdependence".
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Moreover, the control reports are only received by the general 
managers and in few cases also some other top people (production 
manager or sales manager) receives some of the reports directly related 
to their concern (e.g. the production control report is received by 
the production manager and the general manager).
Thus in some companies, only chief executives are able to make 
use of profit and loss statements and control reports. This will lead 
to the non existence of "profit consciousness" among operating managers, 
specially production managers, and consequently the low level of 
dependence on accounting information by those managers as we have 
reported in chapter (5). The companies in which only the chief 
executives received the control reports have been found to have very 
minor role for accounting in internal decision making and control. In 
these companies which have got a relatively greater role for accounting 
and accountants in internal decision making and control, the control 
reports are received by the chief executives and other members of top 
management team whom the control reports concern. Thus, there seems 
to be a relationship betwen the number of people who receive control 
reports and the role of accounting and accountants in internal decision 
making. Where the accounting reports are received by a relatively 
larger number of top management team, and since they, as we have reported 
in chapter (8), are involved in decision making, we expect to find in 
such companies that accounting and consequently accountants have a 
relatively greater role in decision making and control than in those 
companies where the accounting control reports are read by only the 
general managers.
9.4. The Power of the Accounting Department
Any understanding of organizations must take account of the 
differential distribution of power between positions in them. Some 
managers have more power than others; some companies are said to be 
"sales dominated" some "production dominated" and others "accounting 
and finance dominated". One of the factors affecting the influence 
accounting and accountants have got on major business decisions and 
control is the power the department possesses.
As became clear earlier production dominates all firms surveyed 
in this study. Production departments therefore have more power than 
accounting and sales departments in making decisions in the Sudanese 
Textile industry. The significance of this finding to our investiga­
tion is that this factor could be used as an explanatory factor to the 
generalization we made about the influence of the controller in major 
decisions in the organization, and also about individual cases.
The finding in this section is that the power to take major 
decisions in firms in Sudanese Textile Industry does not lie with the 
controller, but with the production manager and so the controller has 
not got a great influence on major decisions made within the organiza­
tion. The production department has got the greatest power over 
decision making. This is because of the environmental conditions 
prevailing in the Sudan as will be seen in the next chapter. Perrow
(1970) takes the position that the most critical function tends to have 
the most power. Environmental factors makes the production function 
the most critical function and consequently the most powerful, it 
determines the key issues and their degree of importance and priorities 
for other groups.
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This also seems to coincide with other measures of power 
e.g. most of the chief executives are ex-production managers, as we 
argued before. Moreover, usually we find the production managers act 
as chief executives in their absence.
Another important finding which comes as just a by-product of this 
analysis is that the relative power which all the organizational 
subunits possess are a function of the degree of autonomy of the 
organization. In some organizations, especially government-owned 
firms, the most powerful department (production) has got no great 
influence on major decisions and this comes as a result of low degree 
of autonomy these organizations possess (see Chapter 8). Hence it 
can be argued that while it is true that, in general, the controller 
in Sudanese Textile Industry has got no great power over decision 
making, in sane cases the controller has got greater power than in 
others and this power is sometimes equal to the overall power which 
some of the most powerful subunits (production) possess in some 
organizations (e.g. government-owned firms).
One could imply from this finding that the influence of controllers 
on decision-making is partially due to the degree of autonomy possessed 
by the organization, as we have reported in the previous chapter.
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Chapter 10
Environmental characteristics and The Role of 
Accounting and Accountants
The previous three chapters have been concerned with the relation­
ship between the role of accounting and accountants in decision making 
and control, and the internal context of the accounting system, namely, 
personal and managerial factors, organizational factors and the 
characteristics of the accounting function. This chapter will 
endeavour to study the external context of the organization and its 
relationships with the role of accounting and accountants in decision 
making and control, as well as the internal context of the accounting 
system.
10.1. Key Success Factors
The chief executives were asked to give their opinion of the 
degree of importance of a number of aspects of business external 
environment in affecting the success of their company's operations (see 
Appendix B, the chief executives' questionnaire, question (3)).
Most of the chief executives agree on four environmental variables 
to be very important for the success of their organizations, namely:-
(1) Government regulations, and government development policy,
(2) Labour markets and availability of trained workers,
(3) Power supplies, and
(4) Raw materials and other supplies.
This finding coincides with the findings of other committees 
commissioned by the government to study the main problems of the textile 
industry, and the information collected from the interviews. The 
findings from the interviews and other studies are that, the following
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are the main problems facing the textile industry and have lead to the 
low productivity in this sector:-
(1) Shortage of spare parts, chemicals and other supplementary 
materials:-
The shortage of spare parts has lod spinning departments to work 
with less than 30% of their full capacity, and weaving departments to 
work at about 40% of their full capacity.
The shortage in chemicals and other supplementary materials is 
one of the important factors that has lead to the decrease on the 
average productivity to reach only 60% in case of spinning and 40% in 
case of weaving.
(2) The continuous power failure:-
There is a continuous likelihood of power (electricity) failure
and shortage of petrol products. This has led to a loss in production
(e.g. one factory 1980 even stopped for about three months because of 
power failure). In addition this problem has led to the inability of 
the companies to fulfil their promises to financers and consumers.
This has led in turn to the continuous increase on the outstanding short­
term loans and interest on them.
(3) Shortage of trained labour and high turnover of employees 
This has led to a recognizable decrease in productivity, the
increase of waste, decrease of product quality, in addition to the 
increase of training and maintenance cost.
(4) The purchase of cotton, payment system, and the type of cotton
sold for local factories
Cotton cost represents 50% of total cost of the products and for 
the grey fabrics it represents 60% of the total cost. The way of 
purchasing this very necessary component of products does not coincide 
with the financial ability of the local companies, which is already 
worsened by (1), (2) and (3) above. As has been argued the first three
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problems have created financial difficulties for the companies. It 
has been more complicated by the fact that the companies hold all 
its working capital in a form of raw cotton. The companies are 
ordered by the goverriment to purchase all their requirements of cotton 
at the beginning of the season (e.g. in 1980 the private sector 
companies have bought cotton worth LC32 millions and paid that amount 
to be stored as raw cotton). In addition, there is a very high cost 
for storing all this cotton and keeping it safe.
V'Tnat is common between all these problems or key success variables 
is that they are concerned with the availability of the appropriate 
basic supplies (factors of production).
If we look at the key success factors we will find that they are 
almost beyond the control of individual organizations. This, hŒvever, 
is only a partial explanation to the findings of chapter (7) that 
most of the managers are externally oriented. The key success factors, 
the important things that the managers should keep an eye on, are 
under the control of people or organizations outside the company.
Hence, the managers are looking for the government to do its job 
properly by providing the proper climate for the industry to flourish. 
And as v;e have argued in chapter (7), if the managers are externally 
orieiiced in the sense of looking to external agencies to solve his 
problems, he willTneec accounting to analyse alternatives and help 
indicate choices.
Another indication of this finding is that some managers always 
occupy their time looking at external problems, because those problems 
caused his production to stop, and hence he has no time to think of 
his internal problems (efficiency and effectiveness). Therefore, they
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will not be concerned about having formal systems for measuring 
efficiency and effectiveness, and hence there is a minor role for 
accounting and accountants in decision making and control.
However, these environmental factors are only partial explanation 
to the low role for accounting and accountants in decision making and 
control. All the firms are facing the same environment, and there are 
differences in the degree of the role of accounting and accountants 
in decision making and control. Hence, it seems that the attitudes of 
management towards the environment is the main determining factor as 
has been reported in chapter (7). Some managers have got a very 
positive attitude towards their environment, to the extent that most 
of the prctolems faced by other organizations are no more problems for 
them (see chapter (5)). Those companies have utilized accounting 
techniques to solve their problems by preparing studies that show 
what is the best alternative, and they have more time to think of 
efficiency and effectiveness and automatically increasing the 
dependence on accounting and accountants in decision making and control.
10.2. The Nature of Underdeveloped Economy
Many of the underdeveloped countries are trying to industrialize 
at a rapid speed, Sudan is not an exception in that regard. The drive 
has had several unsought, but predictable consequences. There is an 
increasing money supply, a shortage of foreign exchange, increased 
imports relative to exports, an increase in governmental planning and 
administrative expenditures, and a rigid cumbersome control appartus.
The combined effect of all these factors seems to have generated a demand 
for goods and services which is far greater than the supply. In other 
words, this has given rise to what is commonly known as a seller's
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market. This is clearly reflected in the rampant inflation. The 
steadily widening gap between the supply of money and the increase in 
real national product seems to have further intensified inflationary 
trends. This causes uncertainty about the future to increase. Also it 
has led to an acute shortage of foreign exchange with the resulting 
deteriorating balance of payment position. This in turn has necessitated 
a heavy curtailing of imports of essential spare parts and raw 
materials. The latter has led to some of the problems we have mentioned 
in the previous section.
If the seller's market conditions and the other economical factors 
mentioned above continue, one would expect a tendency to overemphasize 
the production function. The emphasis on the production function has 
led to many factors which have been reported in the previous chapters
to have a relationship with the degree of the role of accounting and
accountants in decision making and control
(1) The technician-domination: a technical person who 
knows the art and science of manufacturing are in 
greater demand and more valued than a person 
possessing managerial skills. Indeed, the 
technician becomes the hero, the commanding force, 
and the indispensible person.
This finding coincide with the findings of Negandhi and Prasad
(1971), who stated,
"V^en technical personnel without proper management 
education occupy managerial positions, the discharge 
of certain adminstrative functions is bound to suffer... 
the surroundings and circumstances which encourage 
the utilization of advanced management practices are 
themselves lacking in developing countries".
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and Saleem (1981) who stated,
"...technicians may be well trained to be 
competent in his own field, but he may not 
have the proper managerial education that will 
help him understand and use modern managerial 
techniques (such as accounting) efficiently".
However, this is not a phenomenon to be true only for the existence
of sellers' market in developing countries, but it has been found also
in developed countries if for any reason the emphasis is on production
function, e.g. Horovitz (1980) found that,
"The educational backgrounds of managers in 
France clearly show the predominance of technical 
training. Over two thirds of top management Gome 
from engineering while it is less than one third 
in Britain. This high representation of 
engineers... is certainly causal to the emphasis 
on production control".
He added elsewhere,
"... French control tend towards a high centralism 
in control and heavy emphasis on production control.
However, as compared to the British and German 
reality, both control and planning systems are 
much less advanced and sophisticated".
(2) Production department tend to be the most powerful Department
The economical conditions in Sudan leads the production department 
to be the most powerful in Sudanese textile firms. Accordingly production 
has the greatest influence on decision making and control, leaving the 
accountants with a very minor influence on major decisions, as we 
reported in chapter (9).
In addition the degree of competition which the firm faces has got 
a relationship with the role accounting and accountants play in the 
organization. In the case of Sudanese textile industry there is very 
weak competitive situation (as seen above), we expect under such
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conditions to find no concern for quality or cost of products and 
consequently the absence of comprehensive control devices. As we have 
reported in chapter (5) that generally speaking the accounting 
techniques in Sudanese textile industry have a very low level of 
sophistication and the accounting and accountants have no great role 
in decision making and control. Hence, one could argue that there is 
an association between the role of accounting and accountants in 
decision making and control and the degree of competition. This 
finding is similar to the findings of Khandwalla (1972), who has argued 
that the degree and type of competition the firm is facing has got a 
bearing on the degree of sophistication of its control system.
Also the high degree of centralization reported in chapter (9) 
may be partially due to the weak competitive situation in Sudan. 
Generally speaking companies in relatively weak competitive market are 
likely to be centralized than those within a relatively strong 
competitive market. This finding, however, coincides with the findings 
of Negandhi and Prasad (1971).
Moreover, the great degree of uncertainty about the future caused
by high degree of inflation and other economic factors, may be a
partial explanation of why managers are less inclined to undertake
systematic planning and control. As one manager argued,
"The availability of a number of uncontrollable 
factors, and the unforeseenable future, leads 
us to doubt the value of making systematic 
planning and control".
This, however, coincides with the first reaction on part of some 
observers in the West, when the environment turns turbulent e.g. 
Mintzberg (1976). They proclaim that the technology of long term 
anticipation and planning is no longer applicable and that it is time
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to return to intuitive seat-of-the-pants management, based on intuition 
and experience.
Ansoff (1978), however, argued that such reaction is naive and 
unrealistic, in view of the novelty of the problems and complexity of 
issues. He suggested what is needed instead are more subtle and 
flexible systematic approaches which can bolster intuition at a time 
when problems are unfamiliar, and seat-of-the-pants experience is just 
as likely to be wrong as right.
For such types of planning in both cases, however, accounting 
information is less relied upon.
Moreover the lack of information about the external environment 
did not allow the flexible plans as suggested by Ansoff. One manager 
said,
"There is lack of external environmental information 
to assist planning".
Lauter (1970) has similar findings in the firms he studied in 
Turkey.
A very important environmental factor is the intervention by the
government in most decisions. This has lead to an increase in the
number of uncontrollable factors, as has been argued by the managers
quoted on Page(237) in this chapter. Another manager also argued,
"It is the government who determines if we should 
make profit or not because they decide for us 
all our major costs and revenues".
As has been argued by these managers, the fact that the government
is:-
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(1) Controlling prices for fabrics:- the prices by 
which different companies should sell their 
different products is determined by the pricing 
department. All the firms surveyed in this study 
are complaining about pricing, because the prices 
as determined by this department are much less 
than the total cost incurred by the firms to 
produce the different products.
(2) Fixing the prices of cotton and asking the firms
to buy their requirements at the beginning of the
season. This fact leads the cost of cotton to be
almost fixed, regardless of the amount they produce, 
n o t
Because i;^ 'ithas^ been used in the same season the 
quality of the cotton will be affected and they 
either have to sell it for a very low price to be 
used for domestic use, or its use in industry will 
be at a very high cost (machine breakage etc.)
(3) Putting rules and regulations for employment with
it the firing of an employee is almost impossible.
Under such kind of government regulations. Labour 
cost is almost fixed.
In addition the major part of major items of overhead expenses are 
fixed e.g. depreciation on machinery and office furniture and equipment 
is fixed, administrative expenses are almost fixed, a portion of 
electricity is fixed.
Since revenue is determined by the government, and the prime costs 
are fixed and most of the factory overheadsare fixed, and given all the
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other economic conditions makes the control over revenues and expenses 
beyond the control of .individual companies. Hence, these factors have 
got a negative motivational effect on managers to use financial 
information in planning or control.
However, the argument is for the general case. But as has been 
evidenced from previous chapters that sane companies have got a 
sophisticated accounting system and a relatively greater role for 
accounting and accountants in solving major problems facing the companies, 
and in decision making and control, taking into consideration that all 
are facing the same environment. Hence, it seems that the management 
approach or attitudes towards the external environment is more crucial 
than the environment itself in determining the role accounting and 
accountants have got on decision making and control. As we have reported 
in chapter (8) that when «managers are internally oriented they will 
have a positive attitudes towards solving their problems, and this leads 
to a great role for accounting and accountants in the solution of the 
main problems. After they solve some of the major problems, the managers 
will have more time to think of efficiency and effectiveness. The 
involvement of accountants will give them more confidence on accounting 
to be a tool of decision making and control. These two factors together 
will lead to a greater role for accounting and accountants in decision 
making and control as is evidenced in some companies. However, most 
of the managers are externally oriented, they have made no attempts to 
solve their problems. Such firms are facing a hostile environment 
(threatening shortages of electricity, spare parts and labour etc.) 
makes the ...anagers to be in need of more frequent reports to inform 
them of the impending danagers, and divert the need of managers to 
substantial nonfinancial data to characterise the variables most 
sensitve to and indicative of threats in the environment (Gordon and
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Miller 1976). However, as pointed out by Mintzberg (1975) that two 
of the existing impediments to managerial use of data gathered in formal 
systems (accounting) are that:-
(1) the information is too late, and
(2) the information is too limited in scope.
Thus, one could argue that since the type of environment which 
those firms are facing (hostile) to some degree determine the nature 
and characteristics of the information which the managers in these 
firms will be in need of; and since the nature and the basic character­
istics of this information could not be fulfilled by the information 
provided by the formal accounting system, then we would expect to find 
a generally low use of accounting for decision making and control in 
these firms.
Moreover, the type of information in which the managers of these 
firms will be interested is not available. As we have argued above in 
this chapter that there is a lack of environmental external information. 
This makes it very difficult for organizational decision makers to 
anticipate future environmental events and thus makes the decision 
making process more subjective.
10.3. Social and Cultural factors
Most of the chief executives interviewed did not think that social 
and cultural factors are critical for the success of the firms. This 
is due tO:-
(1) The emphasis they put on the economic problems 
mentioned above. If those problems have been 
less than their level of complexity now, they may
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have to think of these factors.
(2) The appropriate way of discovering information 
about these factors could be done by observation 
and participation rather than asking the 
people about it.
Every productive enterprise is part of a more nearly complete and 
more complex society. No firm could demand and obtain a complete 
allegiance of its managers >.nd workers 24 hours a day; much of the 
employees' attitudes, philosophies, abilities and motivation are 
developed before they work for the firm, or during the non-working 
hours. The basic contention here is that the sociological or cultural 
environment does have a considerable impact on the. ways in which 
industrial enterprises and their personnel carry out their functions 
(Farmer and Richman 1964).
Managers in the Sudan,like most of the people in that country, 
are the products of highly-structured, traditional society, where all 
authority is derived from the family (or tribal) position, and sub­
mission to authority is seen as the way to avoid the anxieties of 
living. A person with these values is likely to rely on others to 
make decisions, will likely stay with tradition in resolving the 
uncertainty facing him (Savage 1978). Rahman (1981) stated,
"Sudanese usually stick to their customs and 
traditions and they do not like change.
But even, sometimes they fight it".
Since authority in Sudanese traditional society derives from 
position (as family or tribal leader or as business owner), only the 
elite are seen to have authority. Authority is a symbol of eliteness
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and for an official or an owner to give up or delegate authority is to 
"give up part of his eliteness". This may help explain why persons 
from traditional societies find it impossible to delegate authority, 
even though they may agree with the concept of delegation as being 
necessary (Sathe 1978). Hence, reluctance to take responsibilites by 
subordinates and failure to delegate authority by superiors, lead to 
extreme centralization as reported in chapter (8).
Moreover, the nature of control depends on the type of society 
in which an organization functions. The role of financial control 
as known in the West has a very minor role on traditional hierarchical 
societies, where it is replaced by the confidence and trust which the 
owners have got on the members of their own families. Because in such 
societies sensitive positions are naturally filled with one's 
relations, not by virtue of their ability, but because of confidence 
they command. According to the traditional ideas, a man in power is 
supposed to help the members of his extended family rather than 
outsiders. Therefore, by appointing his relations to positions of 
confidence, an industrialist is killing two birds with one stone - 
ensuring that the business is run by people who he can trust, and 
secondly fulfilling his duties as a member of his family. Because of 
family affection, loyality and trust, there is no checks or controls 
exercised over the chosen person activities. This practice leads to 
no importance to be attached to financial control at the top management 
level, and hence for the whole company. Because managers tend to 
evaluate their subordinates the way in which they are expected to be 
evaluated. This leads to the general low status of financial control 
in the industry. They depend on close supervision and have a heavier 
involvement in operations. Therefore, there is no formal means of
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performance evaluation. In addition to the fact that those people 
at the top centralized all the important decisions with very little 
delegation even to the senior members of the staff as reported on 
pages (243) on this chapter. Often authority is delegated - if at all - 
not on the basis of seniority or ability, but on the basis of confidence, 
It is not unusual to come across cases where an office clerk or a 
department supervisor has the ear of the management director and 
decisions are taken on the basis of unofficial conversations with 
these junior functionaries rather than on the reports of senior 
officers. This has lead to the general low reliance on formal 
information control systems in decision making and control, and add 
more importance to the informal information systems. Moreover, this 
means much more centralism in structure of the controller department 
and structure of the accounting reports as reported in the previous 
chapter. However, these factors have a very great relation with the 
type of control practiced in the private sector than in the public 
sector. However, their effect on the control and decision making 
practice may be less than other factors, as we have reported in the 
previous section. While the public sector firms decision making and 
control practices has been more influenced by what we consider to be 
an external environmental factor, that is, the government policies to 
this sector of the economy.
10.4. The Nature of Operation of Government-owned Firms
Most of the people who have been employed in this sector are 
ex-government officials. These firms inherited the government type of 
administration and control. Although in their constitution order 
they should be run on commercial basis, it seems that they have been run 
as government units (till recently they have been changed to be run
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as autonomous u n i t s ) d e s p i t e  the fact that they are totally different 
in nature. Although it is assumed that they have their identity as 
a legal person, they are not autonomous units, they should refer most 
of their decisions to the responsible government units to take the 
decisions. Although this will keep the goal congruence of the govern- 
...ent units (including these firms), this may handicap these organiza­
tions from functioning efficiently and effectively. One could hardly 
see that these firms are operated on commercial basis, or even treated 
in a different way from other government service units, although the 
different nature of these organizations suggested that they should be 
treated differently.
The firms management should decide what his volume of production 
shall be, but in the light of the general directions of the govern­
ment, which always try to push them to increase the percentage of the 
capacity utilization. The firms' managers are limited by a fixed 
expenditure budget, and they are not supposed to spend more than is 
specified for any item, and there is legal consequences if they have 
done so, without the permission from the Ministry of Finance to spend 
more or to shift from one item to another. The annual reports sent 
to the Ministry of Finance (Public corporation administration) are 
designed to measure if the managers have succeeded in keeping their 
expenditure to the approved (budgeted) amount or have they exceeded it. 
For this reason I have argued in chapter (4) that budgets and budget 
control reports in the government-owned firms is used for 
expenditure control and not efficiency and effectiveness control.
It seems that this type of control has led to the undesirable
(1) After the fieldwork of this study has taken place.
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behaviour of. excessive budgetary slack. It is evident from the investigation of 
this research that always firm's managers in the public sector put a 
figure of standard production, which they have never came near in any 
year. By so doing, they will be relaxed to spend whatever amount they
will spend and they will still have a favourable variance, due to the
technique they used in variance analysis (control reports), because it 
is only expenditure variance. They do not split the variance to
efficiency or usage variance. This behaviour existed with the
behaviour of finding excuses to the variances, i.e., why they have 
underproduced. All the managers have ready made excuses to the under­
utilization of capacity and why their actual production is less than the 
expected (budgeted) production. These excuses are factors beyond the 
control of the managers as has been reported as the main problems of 
the industry. But it seems that not all of the variances are due to 
the uncontrollable factors, but they are partially due to the inefficiently 
running of these firms; and the managers are exploiting the problems 
of the industry to find excuses for their efficiency. As has been 
reported by one controller,
"They are exaggerating the influence of the 
problems on the efficiency of their factories...
They could have done better, by using the 
available resources efficiently".
10.6. Educational Factors
The educational systems of developing countries, and Sudan is not 
an exception, tend to lean excessively toward rote learning through 
memorization and drill, which gives little practice in analysis and 
problem solving. This may be one of the factors which has led most 
of the managers to be externally oriented and to adopt seat of the pant 
style of management. Hence, this type of training for managers and 
accountants makes it difficult for persons to make use of accounting
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in decision making and control.
The low levels of literacy lead to the fact that much of the 
upper managers' time will be spent in directing and supervising lower 
level managers, most communications are oral, and control through the 
use of accounting information and reports is extremely limited.
PART FOUR : SUMMARY AND CONCLUSIONS
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:hapter 11
Summary and Conclusions 
It is in the best interest of companies in developing countries to 
ensure that specialist knowledge and experience are brought to bear 
when business decisions are made and control is practiced. This will 
help such organizations efficiently and effectively to utilize the 
resources under their control, and consequently will increase the 
efficient and effective use of limited resources of those countries, 
which will help them to reach their ultimate objective of economic 
development and progress. An important group with specialist know­
ledge which is useful for decision making and control are the 
accountants.
The thesis investigated the role of accountants and accounting 
in internal decision making and control in the Sudanese Textile Industry, 
The study is an attempt to study an organizational prospective of 
management accounting in developing countries.
From the literature review it appears that there is a lack of 
organized empirical studies in the area of management accounting in 
developing countries. To the best of my knowledge there have been 
only two systematic empirical studies in this area Savage (1967) and 
Saleem (1931). From these two only one has taken an organizational 
prospective of management accounting, that is, Saleem (1981). (For a 
leviewof both studies see chapter 1). Therefore, it is clear that 
there was a need for more empirical studies in this area. The study 
is an attempt to fill some of the gaps which existed in this area.
A number of writers who wrote on a detached theoretical basis or 
some who merely described their experience in developing countries
- 250 -
(for example see Chapter 1) seem to agree that management accounting 
techniques are at a very lov/ level of sophistication, and the role it
plays in internal decision making and control is very minor.
The factors which have been mentioned by some writers to be the 
reasons for that are;-
(1) lack of appropriate education for managers and accountants,
(2) size of the firm,
(3) Cultural factors like secrecy, and
(4) the nature of developing countries economic conditions.
However, this study has been an attempt to find an empirical 
evidence to the theoretical deductions and a replication of the observa­
tional findings of writers in this area, see chapter (1). But a more 
comprehensive list of factors that might affect the sophistication 
level and role of accounting in internal decision making and control 
has been considered. Drawing on literature from organization theory, 
comparative management, accounting (Western and developing countries), 
we have developed four sets of factors
(1) managerial choice factors,
(2) organizational factors,
(3) accounting function characteristics, and
(4) environmental factors.
To fulfil the purpose of the study, we developed a conceptual 
framework to help to determine what data to obtain, to help to integrate 
the findings of empirical investigation, and to provide a theoretical 
orientation that may stimulate future research (For a complete description 
of the model see chapter 2). The study was first meant to be a
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comparative study between the Textile Industry in Sudan and Britain.
The failure of the fieldwork in Britain has lead to a change of the 
study to be only about the Sudanese Textile Industry.
The research methodology adopted in this study endeavours to match 
the prevailing knowledge of our subject, and hence this study has been 
chosen to be an exploratory field study. It casts a wide net to 
identify the factors affecting management accounting practices and 
its role in internal decision making and control.
The primary method of data collection was personal interviews 
conducted by the researcher. Some of the interview schedules 
contained open-ended questions, and some of the questions require the 
respondents to identify specific category, i.e., structured interviews. 
Questionnaires and discussion based on them were also used. Nine 
chief executives, nine production managers, nine controllers and five 
sales managers were interviewed by the researcher. This sample has 
almost completely covered the whole Sudanese cotton textile industry.
11.1. Summary of Findings and their Implications
11.1.1. Management Accounting Techniques
The budgeting and cost accounting techniques existed in Sudanese 
Cotton Textile Industry differ from company to company. It ranges 
from the company without a cost accounting system and very crude budget, 
to the company with a sophisticated budgeting and cost accounting.
Most of the firms' budgets are firmly geared to the manufacturing 
activities due to the existence of sellers' market and technician 
dernonation. Thus the dominant base in preparing budget estimates is
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expected production, and not sales.
Generally speaking the budgets produced by the private sector 
companies seems to be more comprehensive and sophisticated than that 
prepared in the public sector firms (see chapter 4 for a detailed 
comparison).
Cost accounting is almost non existent in the public sector.
Only one company in the public sector has got a cost accounting system 
and in that one it is normally used for cost determination of their 
production, and not for decision making or control. While in the 
private sector the cost accounting system is generally speaking far 
more sophisticated and comprehensive. However, within the private 
sector, companies range from those which have got no cost accounting 
system to those who have got a sophisticated system, using Western 
Standards (for detailed findings see chapter 4).
In general these findings seem to confirm the arguments and the 
observations of those who wrote about the sophistication of accounting 
systems in developing countries that generally speaking the level of 
sophistication of management accounting techniques (budgeting and cost 
accounting) used in developing countries is very low. But, these 
findings also provide a warning against over generalization, because 
as mentioned above some companies have got sophisticated budgeting and 
cost accounting systems using the Western standards. Thus, it seems 
that a significant contribution of this study is that it shows that 
some domestic companies in the developing countries have got 
sophisticated budgeting and cost accounting systems, although the 
general case is very low sophistication level.
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A very important implication of this finding is that very 
sophisticated budgeting and cost accounting systems could be used to 
enhance efficiency and effectiveness of industrial organizations in 
developing countries, taking into consideration other variables.
Another implication of this finding is that it is not only the 
nature of developing countries' environment which affects the possibility 
of having a very sophisticated budgeting and cost accounting systems. 
However, this is supported by the contingency theory of management 
accounting, which shows that although the companies existed in the 
same broad environment (developed countries setting such as USA and UK) 
not all companies have similar level of sophistication of budgeting 
and cost accounting systems, but it depends on other factors.
11.1.2. The Role of Accounting in Internal Decision Making and Control
The role of accounting and accountants in internal decision making 
and control differ from sector to sector, and from company to company.
Although all the chief executives of public sector companies 
attached a very great degree of importance to annual budgeting system 
and the periodic budget reviews in controlling the organization, an 
in-depth analysis of their responses and comments in a number of 
places shows that they meant expenditure control, i.e., whether they 
have exceeded the budgeted amount or not.
Public sector chief executives are either concerned with the 
control of output only, or with the control of output and expenditure, 
or not concerned about both of them. None of chief executives in the 
public sector is concerned with the control of efficiency, so they have
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no use for accounting figures for controlling their organizations.
In the private sector companies differ on the degree of their 
dependence on budget and budget review to control the activities of 
the organization, from those who depend on them very much to those v/ho 
do not depend on them at all (see table 5.1 in chapter 5).
In the private sector companies, some chief executives are 
interested in efficiency control and hence using accounting information 
for controlling the activities of their organizations. However, some 
chief executives in the private sector are production conscious i.e., 
interested only on information about production.
Generally speaking most of the companies in the private sector 
and public sector companies have a passive attitude towards solving 
their problems, and consequently the role of accounting in problem­
solving in those companies is very minor. However, some of the companies 
in the private sector have got a very positive attitude towards 
solving their problems, and consequently accounting and accountants in 
these firms have got a greater role in problem-solving. In some other 
companies when the management takes a positive attitude toward solving 
a specific problem we found that the controller has a role to play in 
that aspect.
A very important implication of this finding is that, whenever 
managers take positive attitudes towards solving, their problems and 
as the number of problems solved internally increased the role of 
accounting and accountants in decision making and control will increase 
on those organizations. However, this might be an indication that the
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enhancing of accounting and accountants role in internal decision 
making and control could be started by motivating managers to solve 
their main problems internally. If this happens one could expect that 
accountants will have a major role in the preparation of special studies 
to solve these problems. Through the work in the committees responsible 
for making the special studies, there will be a chance of interaction 
between managers and accountants, which may lead to the change of 
attitudes of managers towards accounting when they see the contribution 
that accountants could make, and hence they might seek the opinion of 
accountants in other aspects of their job. Also the accountants through 
his work in such committees could teach other managers about the things 
an accountant could do for them, and this would consequently increase
the influence the controller has got over major decisions and control
in the organization.
The controller in the public sector is perceived by chief 
executives to have an advisory role in decision making in the areas
where he has a role. But in most of the cases, he either has no role,
or the decisions are taken above the general manager level.
The controller in the private sector is perceived by some of the 
chief executives to have only an advisory role, another group perceived 
him to have a moderate influence, and a third group perceived him to 
have a major influence on major decisions. Although there is no 
uniformity in the role played by the controller in the private sector, 
as perceived by chief executives, the controller in the private sector 
seems to have a greater degree of influence on decision making than in 
the public sector.
The implication of these findings for the arguments and observations
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of writers who wrote about management accounting in developing 
countries is the same as that of accounting techniques (see section 
11.1.1 above), i.e., not all companies in the developing countries 
are not using accounting information for internal decision making 
and control. Some companies in developing countries do depend to a 
great extent on accounting for internal decision making and control. 
This might, however, indicate that there is a take-off point where a 
few lead the way and the others will follow.
11.1.3. Importance of Other Control Systems
In the public sector, all chief executives place a very great 
emphasis on monthly narrative reports on operations and production 
reports in controlling their activities. It appears that they are 
using them for score-card purposes because they have mentioned that 
their success indicator is production. Production report is a very 
effective mean to tell them how well they have done production wise, 
because it will eleminate the obscuring effect of cost, over which 
they have no control (so they think).
U)
Also most of the chief executives emphasize the importance on 
monthly narrative reports and production reports for control of 
their organizations' activities, may be for the same reason, and for
other reasons. However, there is an indication from the finding of
this sector that there is a relationship between the degree of 
importance attached to those control systems. We found that other 
type of control systems got greater importance in companies where the 
status of the accounting information is very low and vice versa.
Most of production managers in both sectors emphasized the role
C I >  i n  p i - w a t e
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of production reports and monthly narrative reports in performance 
evaluation, departmental effectiveness and decision making. However, 
production reports are more emphasized than monthly narrative reports.
Generally speaking committee management is emphasized in the 
public sector more than in the private sector. Within the private 
sector, however, some companies emphasized it more than companies in 
the public sector. In the public sector most of the managers 
emphasized departmental taskforces and committees, but not inter­
departmental taskforces and committees. In the private sector some 
of the companies emphasized the role of interdepartmental taskforces 
and committees, and some in addition emphasized departmental task 
forces and committees.
All chief executives in the private sector companies put 
moderate or greater importance on direct informal contacts. All 
production managers put a great emphasis on direct informal contacts.
11,1.4. Personal and Managerial Factors
Where managers have an optimizing style of management, the 
influence of the controller in decision making, co-ordination, problem 
solving and control, and the sophistication of management accounting 
system is greater than in companies where the management have got seat 
of the pants style. Because managers with an optimizing style give 
more attention to formal planning and control of the operation of their 
organization, and consequently a high dependence on formal control 
systems.
Managers who believe in the external control of results do not
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actively seek to better their organization positions or to increase 
the frequency and kind of information they normally received about the 
result of their organization's (because they think that the success or 
failure of the organization is determined by powerful outsiders, than 
by their own efforts). Hence, they are low users of accounting 
information, and place no importance on accounting figures for decision 
making, problem solving and control, and vice versa for managers who 
are internally oriented.
The company which has one of its top management with financial 
ability makes more use of accounting information than others. This 
is an indication that there is a correlation between the top manage­
ment financial ability and the use of accounting information.
The higher the degree of financial orientation of top management, 
the greater the degree of influence of the controller on major 
decisions taken in the organization.
The higher the chief executives expectations regarding the 
controller's influence in major business decisions, the higher the 
degree of actual influence in major decisions and vice versa.
The greater the number of executives who think that the goal of 
accounting is record keeping, the lower the influence the controller 
has on major business decisions and in solving problems and vice 
versa.
11.1.5. Organizational Factors
The largest firms have got more sophisticated management accounting
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system than smaller ones in both sectors (public and private). Also 
there is a relationship between size and the level of influence of 
accounting and accountants in decision making, problem-solving and 
control. Higher influence is associated with large size and vice 
versa.
Highly and loosely structured firms rely on means of control and 
decision making other than accounting. The former depends on rules 
and routines and the latter depends on informal methods of control. 
Only highly formalized but lowly standardized firms depend to a large 
extent on accounting for control and decision making.
There is an association between the degree of autonomy and the 
role of accounting and accountants in internal decision making and 
control. While centralization of authority does not have any effect 
on the sophistication of management accounting system or the role of 
accounting and accountants in the organization.
11.1.6. Characteristics of the Accounting Function
In the public sector firms most of the time of the staff of the 
accounting department is spent on record-keeping and little time 
is left for internal reporting and management service. In most of the 
cases only the financial controller participates in committees, and 
is the only one who has got informal contacts with operating managers.
While in the private sector companies range from those which are 
typical to the public sector ones, to those which have got the part­
icipation of one or more of the controller's staff other than the 
controller in committees and more attention been paid for internal 
reporting.
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There is a correlation between the proportion of time spent by 
the controller's staff in different activities (specially internal 
reporting, informal contacts, and participation on committee) and the 
role of the controller in decision making and control.
There is an association between the strength of the internal 
audit departments and their independence from accounting department 
in one hand, and the role accounting and accountants could play in 
internal decision making and control.
The percentage of accountants to the total number of employees 
is very low (1.16%) relative to the percentage of industrial firms in 
USA. This, however, could be one of the factors among others which 
could be used as an explanation to the general low influence accounting 
and accountants have got in decision making and control. However, 
we found that the size of the accounting department has no relationship 
with the type of activities the function perform.
The companies which have greater number of qualified accountants 
than others, have got greater role for accounting and accountants in 
internal decision making and control.
Generally speaking the controller has got no great power over 
decision making which production depart.,ient has got. Production dominates
other departments, i.e., is perceived to have more power than others 
(accounting and sales) in making decisions, in all companies surveyed 
in this study. However, in some cases the controller has got greater 
power sometimes equal to the overall power which production possess 
in other firms. When the controller is perceived to have more power
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than in other firms, he has been found to have more influence on the 
major decisions in the firm.
11.1.7. Environmental Factors
Key success factors were found to be almost beyond the control 
of individual organization, and this is one of the factors which led 
most of the managers to be externally oriented and consequently low 
users of accounting for problem solving and control.
An important implication of this finding is that some managers 
always occupy their time looking at external problems, and hence they 
have no time to think of his internal problems (efficiency and 
effectiveness). Therefore, they will not be concerned about having 
formal systems for measuring efficiency and effectiveness, and hence 
there is a minor role for accounting and accountants in decision 
making and control.
The existence of sellers' market conditions and other economic 
problems (inflation, gap between the supply of money and increase in 
real national product etc.) led to the tendency to over emphasized the 
production function and technician domination to top management posts 
and this consequently led to the general low level of management 
accounting systems sophistication and role of accounting and accountants 
in internal decision making and control.
The government intervention in business activities has led to the 
fact that the revenue is determined by the government, the prime cost 
and most of factory overhead are fixed. This has led to the fact that 
control over revenues and expenses is beyond the control of individual
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companies, and this has got a negative motivational effect on managers 
to use financial information in planning or control.
The firms are facing a hostile environment (threatening shortages 
of electricity, spare parts, labour etc.) to some degree determine the 
nature and basic characteristics of the information which managers 
in these firms will be in need of (non financial data); and since the 
nature and basic characteristics of this information could not be 
fulfilled by the information provided by the formal accounting system 
and consequently there is a low use of accounting for decision making 
and control. Moreover, lack of environmental information makes the 
decision making process more subjective.
The role of financial control as known in the West has a very 
minor role on traditional hierarchical societies where it is replaced 
by the confidence and trust which the o'wners have got on the iTiembers 
of their own families. Because of family affection, loyality and 
trust, there is no checks or controls exercised over the chosen person 
activities. This practice leads to no importance to be attached to 
financial control at the top and hence for the whole company.
Government-ov/ned firms inherited the government type of management 
and control. In addition, although it is assumed that chey have their 
identity as a legal person, they are not autonomous units. They should 
refer most of their decisions to the responsible government units to 
take the decisions. This has led to a very limited role of accounting 
and accountants in internal decision making and control.
The style of education and literacy levels has a negative effect
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on the dependence on formal accounting system in decision making and 
control.
However, it seems that the management approach or attitudes 
tov/ards the external environment is more crucial than the environment 
itself in determining the role accounting and accountants have got 
on decision making and control (see section 11.1.4.). As we have 
reported earlier that although all the firms are facing the same 
external environment, yet they have different degree of management 
accounting system sophistication and role for accounting and accountants 
in internal decision making and control. In any given socioeconanic 
and cultural milieu, there are a number of options open to the 
managers of an industrial enterprise.
11.2. Limitations of the Study and its Implications for Future 
Research
This study was largely an exploratory study, and the broad and 
ambitious scope of its objectives is fully recognized. It does not 
pretend to have found all the answers to the many difficult problems 
it observed. Many studies of this nature are needed in order to 
fully explore and evaluate the above mentioned purposes and objectives. 
Generalizing from the findings of any single study is always a 
hazardous task. It is a hope, however, that what have been learned 
from this study will prove useful to other researchers.
First, some limitations are associated with the theoretical 
model developed to help to identify some important variables and to 
hypothesize some general relationships between them. There was little 
in the way of empirical and theoretical work that could help in 
developing this model. This placed a severe limitations on our ability
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to formulate specific hypotheses about the relationships between these 
variables and led us to make general rather than specific assertions 
about these relationships. Given the paucity of previous work, it 
would have been pretentious for us to do otherwise.
Second, some limitations of the study are associated with the 
research design. As we have argued in chapter (3) that it will be 
almost impossible with such research design to consider the interactive 
nature of the model in our analysis of the data. Because of this 
difficulty we only consider in our analysis the association between the 
sophistication of management accounting system and its use in internal 
decision making and control and other variables in the model. Taken 
from this angle, however, the empirical findings tend to confirm the 
general pattern of relationships implied by the theoretical model.
The field study research design has the distinct advantage of 
allowing data to be obtained from managers operating in real existing 
organizations. However, this advantage is gained at the cost of less 
precision, less control, and less freedom to manipulate variables 
whose effects may be of central concern.
It may seem to be an appropriate extension of this research to 
investigate the relationships depicted in the model in more controlled 
and experimentally manipulated settings. As indicated above, probably 
the most important research need for the future, in connection with 
the model, is to collect data that will provide evidence about the 
strength of influence of factors affecting interactions and whether 
these are stable or not over time. While it is relatively easy to 
state this aim, it is more difficult to generate this evidence. Because 
of the difficulties involved in controlling variables, it is almost
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impossible to successfully use true experimental research design in 
field settings.
One of the best alternative to using true experimental design 
in field settings is to take a large sample of diverse companies, in 
terms of the different variables in the model, to allow greater 
freedom to manipulate the variables. However, it is a limitation of 
this study that it has taken only a very small sample but it was almost 
100% of the population (textile industry). A particularly important 
criteria of this study is that a large number of variables were 
investigated to see all the possible factors that have got an effect 
on the level of sophistication of management accounting system and the 
role of accounting and accountants in internal decision making and 
control in developing countries. However, this study should be viewed 
as an initial probe into an area of potential significance. The need 
is for studies for other industries in the Sudan which take the 
factors which has been found to have a relationship with the level of 
sophistication of management accounting systems and the role of 
accounting and accountants in internal decision making and control, 
and to study more in depth how these factors affect or affected by 
the role of accounting and accountants in internal decision making 
and control; and if possible to give weight to these factors to 
indicate their degree of importance in determining the accounting 
practice and the role of accounting and accountants in internal 
decision making and control in developing countries. Then it would 
become possible to think in terms of avenues available for making needed 
changes.
A second alternative is to use quasi-experimental research design 
by the before-and-after observations of natural changes taking place
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in the organization. The situation in Sudan now (the changes taking 
place in public sector companies) give an opportunity for quasi- 
experimental research design. An important area for future research 
is to investigate how the changes in the way public sector firms are 
managed affect their degree of autonomy, concentration of authority, 
structuring of activities, planning and control practices, management 
accounting systems and the role of accounting and accountants in 
internal decision making and control. This change provided an ideal 
situation for the collection of data relevant to obtaining evidence 
about the direction and importance of some of the relationships 
depicted in the model.
A third alternative may be to use a longitudinal research design. 
The main problems associated with this type of research are the 
relatively long waiting periods before results are available and the 
necessity of specifying in advance what variables are to be measured. 
However, our model may be helpful in providing some definite leads 
about what variables should be measured and what kinds of research 
methods may be appropriate.
There is an indication in a number of places in this thesis that 
there is a relationship between some of the top executives attributes 
and some of the contextual factors (degree of autonomy, economic 
environment, social environment etc.). Unfortunately little previous 
research and theory in the area of management and accounting in 
developing countries has considered the influence of attributes of top 
management. This may be due partly to the difficulty of securing 
participation from those at the senior most levels in sufficient numbe: 
of organizations to enable comparative analysis. The researcher
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has faced great difficulties in obtaining data from senior management.
Or it may be that researchers have underestimated the importance of 
top executives choice in determining organizational characteristics 
(Child (1972), Sathe (1982)). Although difficult to undertake, greater 
emphasis on attributes of top executives in future research on organ­
ization behaviour will be very useful in understanding the organization 
behaviour in developing countries. Such emphasis would generate 
systematic data on how external factors influence top executives 
orientations, expectations, operating style and management philosophy. 
Such understanding is needed given the important influence of manage­
ment characteristics on the organization. Also it would generate to 
what extent managerial choice influence the management practice in 
developing countries.
From all what we have said in this section it is obvious that 
future research in connection with refining and improving our 
organizational prospective to management accounting system and its 
role and the role of accountants in internal decision making and control 
in developing countries is both possible and necessary. It seems that 
this approach, even in its present form, can serve a useful function by 
providing clues about the kinds of information that may be required 
to gain a greater comprehension of factors affecting the sophistication 
of management accounting systems and the role of accounting in developing 
countries. We are aware that our knowledge of dimensions and effects 
of these factors still is fragmentary and that our knowledge could be 
advanced best by research based on the recommendation given above.
This study as mentioned above use questionnaire and personal 
interviews jointly to collect data. Questionnaire have the advantage
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of providing standardized questions and response formats. They have 
the disadvantages of not providing for in-depth responses and discussions, 
In an attempt to minimize the effect of this, we give managers chances 
to discuss their answers for the questionnaire. Interviews, on the 
other hand allow detailed responses but are less standardized in 
response format. An endeavour to minimize this effect some of the 
interview questions has been set to have standardized responses.
The small sample size did not permit to develop a set of definite 
findings nor a concrete evaluation of the approaches to data collection 
used in this study.
Our conclusion, however, is that these methods used jointly are 
very useful in collecting data in developing countries. Hence, future 
research on the organizational prospective of management accounting 
and its role should utilize similar methods, it seems that this provides 
a workable approach to gaining new insights of the organizational 
prospective of management accounting and its role in developing 
countries. But, in some areas like the effect of social and cultural 
factors, it is thought that better information could be obtained by 
participation and observation than through the use of questionnaire 
and interview (see chapter 10).
Appendix A
The Sudan and Sudanese Cotton Textile Industry
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Appendix A
THE SUDAN and THE SUDANESE COTTON TEXTILE INDUSTRY 
Sudan's Geography:-
The Sudan is the largest country in Africa about one million square 
miles. The Sudan occupies 1.7% of the World's land surfaces and 8.3% 
of the African continent, ten times the size of U.K., and four and 
half times the size of France, stretching more than 1,300 miles from 
North to South, from Nimule on the borders with Uganda at 3k degree 
North to Birsalatein on the Red Sea at 23 degrees North; and 1,100 miles 
east and west from 21% degrees West near Elgeniena on the chad border 
to 38^ degrees east at the Red Sea coast near Tokar at the Ethiopian 
border.
The country contains many different climatic, vegetation and 
physical regions. In the northern section temperatures are high and 
rainfall is sparse and seasonal, while in the south rainfall is neavy 
and distributed throughout the year. The country includes people from 
very different ways of life, religions and cultures. Caucasoid stock 
in the north has mixed with negro stock of the south. Hemitic and 
Semitic people have passed through and Nilotic groups have developed 
within the area. Today the Arabic culture and language, and Islam 
dominate the entire country.
The last modern population census in the Sudan was conducted in 
1982-83. At that time total population was around 20 million.
Sudan Economy:-
According to UN terminology the Sudan is one of the twenty five 
least developed countries in the World. The Sudan shares a number of
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economic characteristics with these countries e.g. a low per capita,
GDP, and share of manufacturing in GDP, and illiteracy of 75% or 
more. The economic development of these countries is hampered by poor 
physical infrastructure, lack of trained manpower, and shortage of 
resources for investment.
Sudan's economic performance since 1972 has been heavily influenced 
by public sector investment activity. The government rapidly expanded 
its investment during the 1970s, significantly shifting the balance 
between private and public sector activity. The investments undertaken 
led to a major increase in the import of both capital and intermediate 
goods. At the same time export volumes declined sharply. This happened 
in part because the public investment programme focused primarily on 
the development of new production capacity, much of which was not 
export-oriented, and failed to make adequate provisions for maintenance 
of the existing export-oriented public irrigation schemes. The resource 
gap resulting from the adverse import/export patterns led to a very 
rapid increase in the level of external borrowing. Project selection 
and implementation problems generally prevented the investments from 
generating the anticipated returns in a timely fashion. Consequently, 
the country was unable to meet the rising debt service obligations, and 
arrears began to accumulate. The growth momentum of the mid-seventies, 
which was based in large part on external borrowing, could no longer 
be sustained, and the econcmy began to stagnate. The domestic savings 
effort during the 1970s was not adequate to support the government's 
investment activity. The consequent level of borrowing from the 
central bank contributed to the relatively high level of inflation 
that took place during the decade.
The results of this pattern of development and the magnitude of
r-4
00 LT) (Tv O  O
\ ro r— 1 O




ro r-4 O  lD
O ' CO O' O  ro




























o 30 Tf (3 r-4



































0  34 





r—I cTt cN r~  o  r*T
OJ i— t 1-4 OJ I
I





O  CO OJ ro CNJ <-H
CO 30 OJ OJ CO OJ





(X3 0 4-J 0
r-4 0 •r4 0









jj 0 •r4 0 a CL
c 3 T3 cn X
3 C c C Cl] 4-J
O 0 a -r4 c >1u > > -U 03 r-H
u 0 X 03 c 4J CL
03 34 Cl] CO E 0c
0 4_) 4_) 4_) 4_) a O 0
4_) c C c c o U
34 0 0 0 0 r—1 !>i
a 34 34 34 34 0 034 34 34 34 > o. C















O ' cr> 30
I • •






















the current economic crisis are reflected in the macro indicators of 
Table A.I. Imports, particularly in recent years, have risen relative 
to GDP, while exports fallen sharply, leaving a deficit on current 
account equal to around 12% of GDP. Public debt outstanding and 
disbursed has grown to over US $3 billion, or about four times export 
earnings, and the ratio of debt service owed to exports has risen to 
over 40%. In fact, the external debt burden is now one of the key 
economic constraints.
Public investment grew rapidly in the early 1970s, rising by 
nearly 50% in real terms between 1972/73 and 1973/74, then more than 
doubling in real terms by the end of the following year. This 
investment has taken place in the context of a series of public invest­
ment plans and programmes. These development expenditures of the 
government have brought about major improvements in many areas of the 
economy. Perhaps most important have been improvements in the 
nation's transportation and communications infrastucture, e.g. the 
kilométrage of paved roads has increased by more than four fold. 
Industry received a major share of public investment resources during 
the 1970s, and a very substantial group of manufacturing entities were 
created. Although agriculture received a significantly smaller share 
of public investment than it had in the past, major investments were 
made to bring new areas such as Rahad and Kenana under cultivation.
The sharp expansion of the public investment programme in the 
early seventies coincided with a rapid increase in import 
expenditures, which rose by about two and a half times from 1972/73 to 
1974/75. The rapid increase in oil prices during this period was not 
the main contributing factor to this increase in import expenditures,
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even by 1975, oil constituted less than 10% of Sudan's total import 
bill. On the other hand, import of capital goods were a major source 
of the import growth.
While exports declined in volume during the period 1973-79. The 
root cause of poor export performance was the decline in cotton 
production. In addition to the direct impact on export, their decline 
seriously reduced exports of oil seeds, especially groundnuts, which 
were diverted from the export market to the domestic use as the supply 
of cotton seeds fell off.
With the start of the major public investment effort, the economy 
began to grow rather quickly; GDP growth averaged nearly 8% per year 
from 1972/73 to 1977/78. During this period, rapid increases in oil 
prices and other disruptions in the world economic order limited growth 
in other low income countries to an average of less than 4% per year. 
Although Sudan's growth rate during the mid seventies was impressive, 
it was not sustainable. The external debts began to fall due before 
the physical assets came into full production.
Because of the severe shortages of foreign exchange, there has 
been a substantial reduction in the volume of imports. This contraction 
of imports contributed to production problems in industry and agriculture 
which has had an adverse effect on economic activity.
Despite the massive resources which the government invested in 
industry and agriculture during the 1970s these were not the leading 
growth sector. Manufacturing, for example, grew by an average of only 
4% per year, a reflection of the serious delays in bringing the public
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sector plants into operations. The leading growth sectors were 
transportation and commerce, which both grew by around 15% per year 
over the period 1972/73, 1977/78, a reflection in part of major 
investments in the transport system over this period.
Sudan was able to sustain its growth during the mid-seventies 
largely by borrowing heavily abroad. This high level of external 
borrowing was made necessary in part by the fact that domestic 
resource mobilization efforts did not generate sufficient domestic 
savings to support adequately the level of investment in the economy. 
During most of the past decade, domestic savings averaged only 8% of 
GDP, compared to an average of 15% for all low income countries in 
1978. With limited domestic savings, the borrowing of the govern­
ment from the central bank resulted in high rates of monetary expansion, 
rising to over 40% in 1976/77. Since then, the rate of borrowing from 
the central bank slowed, but inflation is still a serious problem, 
averaging at least 20% and perhaps well over 30% per year.
The government recognizes the severity of the economic problems 
facing the country and has launched major programmes for economic 
stabilization and structural change. The stabilization effort centres 
on measures designed to improve fiscal performance, reduce domestic 
borrowing, and regularize the external payments situation.
The government is seeking to rebuild the nation's export production 
capacity. At the same time, the government is seeking to improve the 
nation's external position by discouraging non-productive imports, 
and by encouraging efficient import substitutioii in areas such as 
sugar, textiles and cement. The government has given priority to 
improving the performance of parastatal firms in these industries.
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Steps have been taken to upgrade the management of these entities and 
plans are being drawn up for extensive sugar rehabilitation project.
Domestic oil production has been pursued actively by the govern­
ment. A number of oil companies have exploration concessions, and 
plans are being laid to begin commercial exploiltation of oil discovered 
by chevron.
The loss of skilled workers and managers to the Gulf States has 
had very adverse effects on Sudan's development. The worker remittances 
represent a very small portion of the earnings of the workers abroad 
and do not seem to fully compensate for the loss of their skills.
Industry in The Sudani-
Sixty years ago industry in the Sudan was tied to agriculture and 
craftwork in leather, ivory, metal and wood. By the beginning of World 
War II only the ginneries of the Gezira and elsewhere and oil mills 
were factories in the modern sense. Most important enterprises at that 
time were connected with service and maintenance not manufacturing.
War provided the stimulus for new development and showed what 
could be done - overnight, vital imports were cut off and the Sudan has 
to improvise or do without. Import substitute industries were founded 
to provide the domestic market with commodities which were in short 
supply because of the War. Specifically, the government encouraged 
the erection of mechanical oil mills to produce vegetable oils for both 
domestic and export purposes. The manufacture of soap from, vegetable 
oil was established and the importation of soap was restricted. Other 
small-scale industries such as confectionary, syrup and squash etc.
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were started. However, these industries were established during the 
difficult war days without adequate feasibility studies. Their products 
were not to the standard in quality and price of similar imported 
commodities. Thus, during the post-war period, they were unable to 
compete with imports and many of them closed down (Medani 1977).
Developing countries generally look to industrialization as a 
solution to chronic problems of poverty and economic dependence. With 
a prédominently agricultural economy, the Sudan has experienced economic 
set backs relating to deterioration in crop yields, and fluctuations 
in cotton and other staple commodity export prices. Consequently, when 
independence was attained in 1956 the Sudan adopted a policy aiming 
at agricultural diversification and industrialization in key business 
sectors. When the Sudan attained independence industrial activity 
represented a negligible portion of GDP. As a result of policies 
initiated by the government the contribution of manufacturing increased 
to nearly 10% in 1972, Industrialization was initiated in the Sudan 
despite numerous obstacles and handicaps e.g. inadequate infrastructure 
including roads, electric power, and educational institutions, scarcity 
of capital etc.
Until 1970 the development of industrial sector was mainly ensured 
by the private sector. During the sixties, however, nine companies 
were established in the public sector. Reasons for such investment 
were in some cases the size of investment (as with sugar production) 
and in others the lack of interest or rather hesitations on the part 
of the private sector, particularly as regards decentralized (in 
rural areas) food processing plants. The role of the public sector 
was only to supplement and stimulate the growth of the private sector
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and also to achieve the social objective of promoting employment in 
decentralized areas. The political changes in 1970 brought about some 
basic changes in the character and size of the public industrial 
sector. The latter was no longer viewed as playing a peripheral role 
but as a pace-setter and leader of the development process. The base 
of the sector was considerably enlarged as the result of the 
nationalization and confiscation measures of the 1970 that brought a 
number of manufacturing enterprises directly under state control. The 
number of public industries increased fron 9 to 47.
Since industrial development in the Sudan is a recent phenomena 
most of the large industrial concerns date back only to the early 1960s. 
Manufacturing activities are concentrated in Khartoum Province where 
the three largest cities of the country, Khartoum, Khartoum North and 
Omdurman, are located.
Like many developing nations, the manufacturing activités of the 
Sudan are related principally to the production of foodstuffs and 
textiles.
The Textile Industry;-
The first attempt at industrialization of cotton processing 
started in the Southern Sudan. A small spinning and weaving mill was 
established at Nazara in Equotoria Region as part of an economic 
development scheme for Azande people of this remote area, and the 
development was referred to as Azande scheme. The scheme was established 
to develop the Azande District socially and economically and to provide 
the local inhabitants with their basic requirements for cloth, sugar, 
cotton-seed oil, and soap. The spinning and weaving mill began to
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produce cloth in November 1951. In May 1952 grey fabrics manufactured 
at Nazara were on the market. Unfortunately, this pioneer experiment 
of industrialization in the Azande District was stopped after only 
four years because of civil unrest during the bitter dispute between 
the North and the South with regard to the future of Southern Sudan.
In the course of the disturbances, most of the factories within the 
scheme were destroyed including the spinning and weaving mill.
[bring the early 1950s an abortive attempt to establish cotton 
processing on large scale v;as made. The Board of Economics and Trade, 
which was the agency entrusted with formulation of Economic Policy 
at the time, considered at its meeting on the 27th January 1951, the 
question of establishing a cotton textile industry in the Sudan. It 
was mentioned that although there had been tentative applications for 
the establishment of this industry by private investors in the past, 
all have failed for a variety of reasons. In 1952 it was resolved that 
in principle the setting up of a cotton textile industry in the Sudan 
and a provisional vote of one million pounds was earmarked in the 1952 
develDp.ient budget for this purpose.
However, due to economic difficulties prevailing in the country 
and heavy calls on the development budget for other schemes and social 
services, the Board, on the advice of the Finance Member, agree to 
defer the setting up of a government financed textile industry, in 1954. 
In consequence of this decision, after the closure of the Nazara 
spinning and weaving mill in 1955, no textile mill existed in the Sudan 
until 1952 and up to then the country v;as almost entirely dependent on 
textile imports. However, small quantities of fabric were available 
from the domestic handloom weaving industry based mainly in the Shendi
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District in the Northern Region. All these handlooms were engaged in 
weaving handspun cotton to make ferda (ladies' dresses) and dainour for 
men's garments. At the present time the handloom industry is declining, 
It has never been an organized sector and did not receive any encourage­
ment or concession from the government.
The possibility of the establishment of a textile industry was
put again for consideration by the newly formed Industrial Advisory 
Committee which was set up by the Approved Enterprises Concessions 
Act, 1956, which was enacted shortly after independence. The 
committee recommended that in their opinion the establishment of a 
cotton textile industry was essential to the country and that no
effort should be spared to enable this to be accomplished as soon as
possible; and that once established the industry should be given all 
reasonable assistance necessary to its growth and development. The 
committee recommended that the establishment of the industry should 
be undertaken by private foreign and local investors, and that the 
government should not undertake the establishment of such an industry 
as a last resort. As a result of these (the Act and the government 
policy) several interested investors, both local and foreign, submitted 
applications to establish textile businesses. However, of these, it 
v;as only possible to implement two.
Since 1972, as a result of the approval of the 15 year tentative 
plan for the Sudanese cotton textile industry a substantial development 
has been proceeding at the country.
During the early 1970s, the Ministry of Industry declared its 
industrialization policy. The main objective of which was to establish
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manufacturing industries based on local agricultural raw materials 
in order to achieve substitution of manufactured imports by output of 
the domestic economy. Such a policy of agro-economic industrialization 
was the only serious possibility for economic growth in an essentially 
agricultural country such as the Sudan. The policy also recognized 
that not only was there a possibility of achieving self-sufficiency in 
certain manufactured products but also that in the longer term, export
of manufactured goods would generate a greater quantity of foreign
exchange than the export of raw materials for manufacture abroad.
The Ministry of Industry had given first priority to the textile 
in its investment guide of 1972. This was justified on the following 
grounds ;-
(1) the considerable availability of suitable raw materials 
in the Sudan together with the country's long experience 
in producing a range of cotton types especially long
and extra long staples, and American medium and short
staple varieties.
(2) the availability of relatively cheap labour which by 
reference to experience throughout the developing 
world, might usefully form the basis of a viable 
cotton textile industry.
(3) the possibility was seen of bringing about self- 
sufficiency in textiles and eventually the promotion 
of yarn exports to countries overseas and grey 
fabric exports to neighbouring countries instead of 
exporting raw cotton. Anytime we add an industrial 
operation or process to the cotton, izs value will 
increase and consequently increase the chances for
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employment, improve the standard of living and 
increase the national income as general.
Until 1976 the Sudanese textile industry was entirely privately 
owned. It consisted of three integrated spinning and weaving mills 
and one spinning mill. In 1976 the first public sector plant went 
into production at Hassaheissa near Medani. It appears that the 
textile public sector is being developed with two major objectives:-
(1) to produce yarn for export instead of 
exporting raw cotton, and
(2) decentralize textile mills in a number of
towns throughout the Sudan essentially for social 
reasons (develop employment and industrial 
activities in secondary urban centres where 
industry is generally lacking).
All plants in the public sector, except one, are non-integrated 
since they will either produce yarn for export or produce cloth in 
different locations in order to achieve decentralization objectives. 
This is in sharp contrast with the private sector where most of the 
textile mills have integrated spinning and weaving facilities, and few 
produce yarn for export.
Until the time of the fieldwork, there were eleven companies in 
the public sector, eight were operating, and three had been finished 
but not in operation yet.
In the private sector there were ten companies, eight are fully 
operated, one is in the trial phase of operation and one is not
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operating.
A number of companies in the private and public sector were under 
construction.
The total amount invested in this industry is above LS400 
millions.
The industry employs around 52,000 employees.
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(a) Chief Executives 
MANAGERS ARE REQUESTED TO PERSUE THESE QUESTIONS AND 
CONSIDER WHETHER THEY NEED TO OBTAIN ANY INFORMATION 
PRIOR TO THE INTERVIEW
(1) Please circle one number in each question according to your 
opinion about the management style in your company.
(1) In top level decision making, the use of the planning 
mode characterized by systematic search for opportunities 
and anticipation of problems; a systematic consideration of 
costs and benefits of alternatives, and a conscious attempt 
at integrating programs of action to achieve specified 
goals efficiently. The accent is on profit maximization, 
long-term planning, very careful screening of investments 
to minimize risks, and the extensive use of experience and 
solid research before making decisions.
Little resemblance to 1 2 3 4 5 6 7  very great resemblance
style of top level to style of top level
decision making in decision making in
your firm your firm
What is the strategic long-term importance to top 
management of :-
(2) the application of operations research techniques to 
operations, distribution, inventory and cash management, etc.
Little strategic 1 2  3 4 5 6 7 Extreme strategic
importance importance
(3) Market research (surveys)
Little strategic 1 2  3 4 5 6 7 Extreme strategic
importance importance
(4) Planning of long-term investments and their financing 
(Long-term capital budgeting)
Little strategic 1 2  3 4 5 6 7 Extreme strategic
importance importance
In your firm there is an operating top management philosophy
of:-
(5) In decision making 
a great reliance on 
personnel with experience 
and common sense
(6) A bird in the hand 
emphasis on the immediate 
future in making management 
decisions





making by the formally 
responsible executive
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1 2 3 4 5 6 7
1 2 3 4 5 6 6
1 2 3 4 5 6 7
1 2 3 4 5 6 7
In decision making 
great reliance on 
specialized technically 
trained line and staff 
personnel
Emphasis on long-term 
(over 5 years) planning 
of goals and strategy
Heavy reliance on 
formal management 
training programs
Strong group or 
committee orientated 
consensus - seeking 
participative decision 
making
(9) The strategic, long-term importance to top management of 




1 2  3 4 5 6 7 Extreme Strategic 
importance
In your firm there is an operating management philosophy
(10) Highly structured 
channels of communication 
and a highly restricted 
access to important 
financial and operating 
information
(11) Strong insistence on 
a uniform managerial style 
throughout the firm
(12) Strong emphasis on 
giving the most say in 
decision making to formal 
line managers
(13) A strong emphasis on 
holding fast to the true 
and tried management 
principles despite any 
changes in business 
conditions
1 2 3 4 5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
1 2 3 4 5 6 7
Open channels of 
communication with 
important financial 
and operating information 




styles allowed to 
range freely from the 
very formal to the 
very informal
Strong tendency to 
let the expert in a 
given situation have 
the most say in decision 
making even if this 
means by-passing of 
formal authority
A strong emphasis on 
adapting freely to 
changing circumstances 
without too much concern 
for past practice
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(14) Strong emphasis on 
always getting personnel 
to follow the formally 
laid down procedure
1 2 3 4 5 6 7 Strong emphasis on 
getting things done 
even if this means 
disregarding formal 
procedures
(15) Tight formal control 1 2  3 4 
of most operations by means 
of sophisticated control 
and information systems
5 6 7
(16) Strong emphasis on 
getting line and staff 
personnel to adhere 
closely to formal job 
descriptions
1 2 3 4 5 6 7
Loose, informal control; 
heavy dependence on 
informal relationships 
and norm of cooperation 
for getting work done
Strong tendency to let 
the requirements of the 
situation and the 
individual's personality 
define the proper on- 
job bahaviour
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(2) Could you tell me something about the history of your organisation?
(3) Could you supply me with an organization chart for your 
organization? Could you comment on it?
(4) To what extent does the company use formal manuals of procedures 
to conduct production, marketing and administrative activities?
(5) For how many employees are there written job descriptions? How 
detailed are these?
(6) To what extent does the company have written policies? e.g: 
strategic plans, marketing policies, production, employment and 
procurai policies.
(7) What sort of achievement would make you think that your company 
has had a very successful year? What is the role of the controller 
in achieving such success?
(8) Using the last five years as a point of reference, what has been 
the rate of change in the key factors affecting the success of 
your organization?
(9) Have the changes discussed in (8) above, led to changes in the 
financial controller's role in the organization? Specifically, 
has the controller's influence in management changed?
(10) At what levels are the key decisions discussed in (3) above 
taken?
(11) (Question for divisionalized companies only)
What is the level of interdependence among your divisions in terms
of products being transferred from one division to another,
competition in the same market, identical sources of supply for 
major items, etc?
(12) Does your company situation or strategy make the role of the 
financial controller more particularly difficult or unique in 
any way? Capital crunch? Pressure from financial community? 
Inflation? Profit slide or other crisis?
(13) How do you achieve coordination between divisions (departments)?
What is the controller's role in this?
(14) Do you have frequent informal contacts with senior staff in the
financial controller's department?
(15) Have you got any qualification, formal training, or experience 
in accounting?
(16) Do you consider accounting information:
____________  essential
____________  very important
____________  important
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of minor importance 
not important
For what purposes and why?
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(b) Controllers 
STRUCTURE OF THE ACCOUNTING FUNCTION
(1) How many employees are assigned to your unit? How are 
they organized ?








-|— .... —  ■ ■ ■
' 3 years and
less than
I 7 years





(a) Less than high school 1
(b) High school
(c) Bachelor in Accounting I
(d) Bachelor in Business 
Administration
(e) Bachelor in other 
subjects
(f) Master or PhD in 
Accounting





(3) Is the company's accounting information system documented in 
a manual or its equivalent?
Yes No
How detailed are the instructions in this manual (if yes) 
Can I study this manual?
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(4) In designing the company's accounting information systems, 
v/ho has the greatest influence? Rate the following from 
1: the most influential, to 6: the least influential.
You do not need to use all numbers 1-6 if less than 6 
categories are influential
(a) Accountants of the company




(e) Owners of the company
(f) Others (Please specify)
PROPORTION OF TIME SPENT ON VARIOUS ACTIVITIES
(5) We would like to get a rough idea of how much time is spent 
by you and your department's staff on various activities. 
Please give an approximate breakdown (i.e. your best estimate 
without a special analysis) of how the total labour hours 
last year were spent.
A C T I V I T I E S
Percentage of total 





(4) Participation in policy committees 
and other committees
(5) Informal contacts with operation 
managers
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(7) Please give your opinion about what you believe your company's 
top management thinks of the following statement
The goal of accounting is mainly record-keeping
_______  Most of them think so
_______  Some of them think so
_______  Few of them think so
_______  None of them think so
_______  Other (specify)
(8) To what extent does the corporate management rely on financial 
information, analysis, and control in their management approach?
(9) What factors facilitate or hinder effective use of financial
data and analysis by operating executives?
(10) What major issues and problems does your company currently
face? What is the role of the company's financial controllers 
in them?
(11) As you look ahead to the next five years, what basic issues
do you see facing the company? How would these affect financial
controllership? Overall control in the company?
(12) How do changes occur in controllership? What significant changes, 
if any, have taken place during the last five years with regard 
to controllers in your company? Specifically, has the 
controller's influence in decision making changed? How? Why?
(13) How many controllers (accountants) in this company have been 
transferred to positions in operations, marketing, or general 
management within the company during the last five years?
(14) Could you describe how the audit function is carried out in 
your company? what is its relationship to the controllership 
function?
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(c) Production and Marketing Managers
(1) What is the relative importance you place on these devices 
in evaluation of the performance of your subordinates, the 
consideration of departmental effectiveness, and decision 
making? Put (P) for evaluation of performance, (E) for 
department effectiveness and (D) for decision making. Do 
not put more than one (P), (E) and (D) in each row.










1. Annual budgeting 
system
2. Periodic budget 
review










task forces and 
committees
8. Department task 
forces and 
committees
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(3) What significant changes, if any, have taken place during 
the past five years with regard to controllers in your 
company? Specifically has the controller's influence in 
management changed? How? VThy?
(4) What major issues and problems does your department 
currently face? What is the role of the financial controller 
with regard to these issues?
(5) What factors facilitate or hinder effective use of financial 
analysis by you?
(6) Do you have frequent informal contacts with senior staff in 
the financial controller's department?
(7) Have you got any qualification, formal training, or experience 
in the accounting function?
(8) In general how important is the accounting information you 
receive at present in helping you and your department perform 
your tasks successfully. For example, is it essential for 
limited or most aspects of your tasks? Is it of minor 
importance overall?
(9> Would accounting information be more important if different 
information could be provided? What sort of information not 



































































































































(3) Please give your opinion of the degree of importance of the 
following aspects of your business environment in affecting 
the success of your company's operations. Put (S) for 
strategic importance (i.e. affecting the long run viability 
of the company and (0) for operational importance (i.e. 
affecting the ability to achieve the company's goals over the 
next one or two years). Do not put more than one (S) and one
(0) in each row.
Importance






(1) Customer buyer patterns and 
requirements.
(2) Distributor attitudes and 
requirements
(3) Government regulations
(4) Government development policy
(5) Technical developments 













(9) Social and cultural factors
(10)Overall
(11)Any Other. (Please list)
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4) What is the relative importance of each of the following planning 
and/or control devices in relation to the control over critical 
success factors identified in Question 3 above. Put one tick in 







(1) Annual Budgeting System
(2) Long-range planning.
(3) Periodic Budget Review
(4) Monthly narrative reports 
on operations.
(5) Direct informal contacts
(6) Inter-departmental task 
forces and committees.
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(1) Does your company prepare a detailed short-range budget for:-
_______  sales
_______  production
_______  capital expenditure
_______  selling and administrative expenses
_______ cash
_______  profit (budgeted income statement and balance sheet)
none
(2) If preparing a sales budget, do you usually classify slaes by:
_______  products
_______  departments
_______  sales regions, districts
_______  methods of selling
_______  terms of sales
_______  class of customers
_______  other (specify)
(3) If preparing a sales budget, on what do you usually base the
sales budget estimates?
_______  Past sales trends adjusted




estimation based on experience
(4) If preparing a production budget, on what do you usually base 
the budget estimates?
_______  Technical studies by engineer
_______  market and economic studies
_______  prior year's figures plus or minus a fixed percentage
_______  outside consultants
_______  estimation based on experience
other (specify)
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(5) If preparing a production budget do you prepare detailed 






















(7) Do you prepare flexible budgets for;-
_______  material
 _______ labour
   overhead
 ______  selling expenses
_______  no flexible system
_______  Net present value
_______  internal rate of return
 _______ accounting rate of return
_______  payback
—  ____ _ no formal evaluation technique
_________  rely on outside consultants
 ______ other (specify)
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(9) In evaluating capital project how do you usually allow for risk?
_______  formal measures of the impact of risk (please indicate
the technique used)
_______  no provision for impact of risk
_______  other (specify)
(10) If your company prepares a short-range profit budget, please 
indicate how it is organized?
_______  For the company as a whole
_______  for each independent department or division
_______  divide the budget by products
_______  divide the budget by sales branches, regions etc.
_______  other (please specify)






(12) Does your company have an established costing system?
Yes No
(13) If yes, please check the items which are subject to regular 
standard cost reports in your company:
Labour overhead
cost   selling expenses
quantity
Material
_______  cost   others (specify)
_______  quantity
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14) Are there areas (departments and activities) which, in your 
opinion still lack adequate cost standards?
_______  Yes (Please explain)
_______  No (Please explain)
(15) For what purposes is the standard costing system in your company 
used? (tick as many as appropriate)
_______  Control purposes
_______  decision making purposes (e.g. pricing)
_______  measure of performance
_______  development of sound budgets
_______  others (specify)
(16) Please indicate the individuals and departments participating 
in setting cost standards:
_______  Direct manager responsible for the activity involved
_______  Industrial engineers
_______  Accounting department
_______  Standard department
_______  other (specify)
(17) Do you identify the variable and fixed components of the following 
items?
_______  Factory overhead
_______  Yes
_______ No
_______  Selling expenses
_______  Yes
_______  No
_______  Others (specify)
No identification is made
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(18) If you identify fixed and variable costs, check the techniques 
used to determine cost behavious pattern:
Direct estimates based on:
________  experience   regression analysis
industrial engineering _______  graphic analysis
analysis
_______  others (specify)
(19) What are the measures of profitability currently in use in your 
company? (if more than one of the first three, could you show 
the degree of importance of each)?
_______ ROI
_______  residual income
_______  absolute amount of profit
_______  no formal measure of profitability
_______  others (specify)
(20) Do you use break-even analysis?
_______  Yes   No
(21) Do you use profit volume analysis?
_______  Yes   No
(22) Does the company have an internal audit department?
Yes No
(23) If yes, please check the objectives of the department:
(allocate 10 points over them, to indicate relative emphasis
_______  Safeguard the company's assets
check the accuracy and reliability of the company's 
accounting data and records
promote operational efficiency




(24) If (22) is yes, to whom does the director of internal audit 
department report directly?
________  controller   President   other (specify)
(25) Do you separate controllable and uncontrollable cost items 
in your accounting statements? If so, give examples of what 
costs you classify as uncontrollable? Even if you do not 
separate these costs in accounting statements to what extent 
does the type of cost distinction influence decision-taking?
(26) For the following control reports (reports which compare actual 
with budget), if prepared by your company, please indicate the 
frequency of issuing these reports, and the title of persons 
receiving the reports on the next page:-
(27) Please check the standard cost variances you usually compute :-
. material price variance
_______  material quantity variance
_______  joint material price - quantity variance
_______  labour rate variance
_______  labour efficiency variance
_______  overhead efficiency variance
_______  overhead spending variance
_______  overhead budget variance
_______  overhead volume variance
_______  none
How do you decide what accounting variances to investigate?
(28) If you compute variances, how much analysis do you usually 
concentrate on? Rank from 5: very much, to 1: very little:
_______  identifying person responsible
_______  nature and causes of variance
_______  interdependence among variances
_______  required corrective action
_______  no written analysis is done, only oral explanation
_______  no analysis is done
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(1) Sales report 
which compare actual 
with budget
(2) Production 
report which compare 
actual with budget
(3) Profit report 






(5) Selling expenses 
reports which compare 
actual with budget
(6) General and 
administration 
expenses which 
compare actual with 
budget
1 (7) Cash report 
which compare actual '
; with budget ' !







. .  . 1 , ; :
(10) Labour report  ^ 1 i i :
which compare actual 1 1 :
with budget . : ! > :
(11) Others 
1 . : !
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(29) Which of the following financial activities are performed, at 










(30) What proportion of the standardized reports produced by the 
company for internal purposes are printed out automatically, 
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